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DEPARTMENT OF COMMERCE DISMANTLING
ACT

MONDAY, JULY 24, 1995

House of Representatives,
Committee on Commerce,

Subcommittee on Commerce, Trade, and
Hazardous Materials, and

Subcommittee on Telecommunications and Finance,
Washington, DC.

The subcommittees met, pursuant to notice, at 2:30 p.m., in room
2123, Raybum House Office Building, Hon. Michael G. Oxley
(chairman. Subcommittee on Commerce, Trade, and Hazardous
Materials) presiding, and Hon. Jack Fields (chairman. Subcommit-
tee on Telecommunications and Finance), cochairing.

Members present: Subcommittee on Commerce, Trade, and Haz-
ardous Materials: Representatives Oxley, Fields, Crapo, Ganske,
Frisa, Norwood, White, Bliley (ex officio), Tauzin, Furse, Markey,
Brown, Lincoln, Deutsch, Rush, and Dingell (ex officio).

Members present: Subcommittee on Telecommunications and Fi-

nance: Representatives Fields, Oxley, Hastert, Frisa, White, Bliley
(ex officio), Markey, Hall, Studds, Rush, Furse, and Dingell (ex

officio).

Staff present: Charles L. Ingebretson, majority general counsel;
Robert Gordon, majority counsel; James E. Derderian, chief of staff;

Darlene McMullen, majority legislative clerk; Robert Cimo, major-
ity staff assistant, and David Tittsworth, minority counsel.
Mr. Oxley. The subcommittee will come to order.

We would first like to welcome our members panel before we
have to go into opening statements and then have the Secretary of
Commerce.
We are honored today to have 4 of our colleagues who I suspect

have different viewpoints on the question at hand, that being the
abolition of the Department of Commerce. Let me introduce them
from the left to right, and then we can begin our testimony: the
Honorable Richard Chrysler from Michigan; also from Michigan
our old time friend and colleague, Sandy Levin; John Mica from
Florida; and Dave Skaggs from Colorado.
Gentlemen, we are pleased to have you here. Since it is Mr.

Chrysler's legislation under consideration, we will begin with his
testimony.

(1)



STATEMENTS OF HON. DICK CHRYSLER, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF MICHIGAN; HON. SAND-
ER LEVIN, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF MICHIGAN; HON. JOHN L. MICA, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF FLORIDA; AND
HON. DAVID E. SKAGGS, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF COLORADO
Mr. Chrysler. Well, thank you, it is good to be here.
After several months of careful study, our task force has put for-

ward a well-thought-out, responsible program for dismantling the
Department of Commerce over a 3-year period. The plan consoli-

dates duplicative programs, eliminates the unnecessary programs,
streamlines the beneficial programs, and privatizes those programs
better performed by the private sector.

The plan has bipartisan support and is also endorsed by many
former Commerce Department officials. In addition, the elimination
of the Department of Commerce was accepted into both the House
and Senate budget resolutions earlier this year.

First, I would like to dispel the myth that the Department of

Commerce is the advocate for American business in the Federal
Government. In my business experience, my company of over 1,200
employees did business in 52 countries, yet not once did I call on
the Department of Commerce for their help nor did they call me.
Business leaders of both small and large companies would be far

better served if Federal efforts were focused on cutting taxes, en-
acting regulatory and tort reform, and more importantly, achieving
a balanced budget.

Incentives such as these translate into real sustainable economic
growth by way of lower interest rates, a boost in capital invest-

ment, and the generation of more jobs. Yet the voice for business,
the Commerce Department, has been notably silent on these issues.

Commerce's claim that it has been a proven business ally at the
Cabinet table holds little weight in the eyes of America's business
community. In fact, a June 5 Business Week poll of senior business
executives illustrated support for eliminating the Department of

Commerce by a 2-to-l margin.
The Department's own Inspector General notes the Agency has

evolved into a loose collection of more than 100 programs. Of these
100 programs, we found that all but 3 were duplicated by 71 other
government agencies and/or the private sector. Over half the De-
partment's budget is consumed by the National Oceanic and At-
mospheric Administration, an Agency that has nothing to do with
commerce.
The functions of this Agency would find a much better home at

the Department of Interior. There is no need for the Bureau of the
Census to be in the Department of Commerce. This Agency would
be better included in the Treasury Department, as our proposal
suggests, or as the foundation for an independent central statistical

agency, as others suggest.
The Patent and Trademark Office is another Agency that bears

little relationship to other programs in Commerce, and because it

is already a self-funding program, it pays a 25 percent stipend just

to be in the Department of Commerce. This office could be trans-

ferred to the Justice Department, where most legal issues of the



Federal Goverament are addressed or it could be made a govern-

ment corporation as Chairman Moorhead has suggested.

The technology programs of the Commerce Department amount
to little more than corporate welfare, as Labor Secretary Robert

Reich has suggested. A prime example of this corporate welfare is

the Advanced Technology program, which provides million-dollar

grants to some of the Nation's industry giants.

Commerce officials have been forced to defend the entire Depart-

ment based on its trade functions, yet only 4 percent of the Com-
merce Department's budget is devoted to trade promotion, a re-

sponsibility shared with over 19 other Federal agencies. In fact.

Commerce does not even take the lead in U.S. trade programs.

We are not, however, disputing the importance of the trade func-

tions. We understand and agree that we must aggressively pursue
foreign markets and provide inroads for American businesses. My
colleague here today. Congressman John Mica, has proposed the re-

organization of the Federal Government's trade functions into one

coordinated Office of Trade. This will begin to consolidate a very

fragmented trade policy process in our Federal Government.
The Department of Commerce Dismantling Act provides a blue-

print for the orderly termination in a prescribed period of time, a

reasonable period of time, eliminating the waste and duplication

and has a savings to the American taxpayers of almost $8 billion

over 5 years. This is one step we can and must take to create a

more efficient and effective Federal Government.
Thank you.
[The prepared statement and attachment of Hon. Dick Chrysler

follow:]

Prepared Statement of Hon. Dick Chrysler, a Representative in Congress
From the State of Michigan

Mr. Chairman and Members of the Committee, I thank you for allowing me the

opportunity to present to you what our task force has proposed in dismantling the

Department of Commerce. I know the Committee has a full day, so I will make my
remarks brief and ask that a more detailed testimony be included in the record.

After several months of careful study, our task force has laid out a well thought-

out, responsible program for dismantling the Department of Commerce. The plan

consolidates the duplicative programs, eliminates the unnecessary programs,
streamlines the beneficial programs, and privatizes those programs better per-

formed by the private sector.

The plan has bi-partisan support and is also endorsed by many former Commerce
Department officials. In addition, the elimination of the Department of Commerce
was accepted into both the House and Senate budget resolutions earlier this year.

First, I would like to debunk the myth here within the beltway that the Depart-

ment of Commerce is the advocate for American business in the Federal Govern-
ment.

In my business experience, my company of over 1,200 employees did business in

52 countries, yet not once did I call the Department of Commerce for their help, nor
did they call me.
Business leaders of both small and large companies would be far better served

if Federal efforts were focused on cutting taxes, enacting regulatory and tort re-

forms, and more importantly, achieving a balanced budget.

Incentives such as these translate into real sustainable economic growth by way
of lower interest rates, a boost in capital investment, and the generation of more
jobs. Yet the "voice for business" the Commerce Department claims to be has been
notably silent on these issues.

Instead of being the advocate for business, Commerce is a Federal department
that is involved in everything from managing fish farms in Arkansas to providing
Federal grants to build replicas of the Pyramids and the Great Wall of China in

Indiana.



Commerce's claim that it has been a "proven business ally at the Cabinet table"

holds little weight in the eyes of America's business community. In fact, a June 5th
Business Week poll of senior business executives illustrated support for eliminating
the Department of Commerce by a 2 to 1 margin.
The Department's own Inspector General notes the Agency has evolved into "a

loose collection of more than 100 programs." The General Accounting Office goes fur-

ther, reporting that Commerce "faces the most complex web of divided authori-

ties..." sharing its "missions with at least 71 Federal departments, agencies, and
offices."

In fact, of these more than 100 programs, we found that all but three are dupli-

cated by other government agencies or the private sector.

Former Commerce Secretary Robert Mosbacher has called his former Department
a "hall closet where you throw ever3rthing you don't know what to do with."

While Department of Commerce officials call this disjointed array of functions

synergy, the reality is that it amounts to nothing more than confusion.

Over half of the Department's budget is consumed by the National Oceanic and
Atmospheric Administration, an Agency that has nothing to do with commerce. The
functions of this Agency would find a much better home at the Department of Inte-

rior or the Fish and Wildlife Service.

There is no need for the Bureau of the Census to be in a Department of Com-
merce. This Agency would be better included in the Treasury Department, as our
proposal suggests, or as the foundation for an independent central statistical agency
as others suggest.

The Patent and Trademark Office is another Agency that bears little relationship

to the other programs in Commerce, and because it is already a self-funding pro-

gram, it pays a 25% stipend just to be in the Department of Commerce. This Office

could be transferred to the Justice Department, where most legal issues of the Fed-
eral Government are addressed, or it could be made a government corporation as

Chairman Moorhead of the Judiciary Intellectual Property Subcommittee has sug-

gested.

The technology programs of the Commerce Department amount to little more
than "corporate welfare" as Labor Secretary Robert Reich has suggested. A prime
example of this corporate welfare is the Advanced Technology Program, which pro-

vides million dollar grants to some of the Nation's industry giants.

Knowing this is the reality the Department faces. Commerce officials have been
forced to defend the entire Department based on the limited successes of its trade
functions, and in doing so completely miss the mark. Only 5 percent of Commerce's
budget is devoted to trade promotion, a responsibility shared with over 19 other
Federal agencies. In fact. Commerce does not even take the lead in U.S. trade pro-

grams, as Department officials would lead you to believe.

We are not, however, disputing the importance of many of the trade functions cur-

rently performed by the Commerce Department. We understand and agree that we
must aggressively pursue foreign markets and provide in-roads for American busi-

nesses.

My colleague. Congressman Mica, has proposed the reorganization of the Federal
Government's trade functions by combining the trade functions of the Commerce De-
partment, the Office of the United States Trade Representative, and the Trade and
Development Agency into one coordinated Office of 'Trade. This will begin to consoli-

date a very fragmented trade process in our government.
As you can see, it makes no sense for these diverse and disjointed functions to

be huddled together in one Department of Commerce. The wholesale approach in

defending the status quo at the Department, lumping the good with the bad, the

efficient with the wasteful, is symptomatic of how we got into our deficit mess in

the first place.

The Department of Commerce Dismantling Act provides a blueprint for the or-

derly termination of this bureaucracy, eliminating the waste and duplication,

streamlining the beneficial programs, and saving the American taxpayers almost $8
billion over 5 years. This is one step we can and must take to create a more efficient

and effective Federal Government.



104th Congress: Privatize—Localize—Consolidate—Eliminate

THE department OF COMMERCE DISMANTLING ACT

Legislative Summary
Former Commerce Secretary Robert Mosbacher recently called the Department,

"nothing more than a hall closet where you throw everything that you don't know
what to do with."

The Department of Commerce has evolved into "a loose collection of more than
100 programs" according to the Agency's own Inspector General. The General Ac-
counting Office goes furmer, reporting that the Department "faces the most complex
web of divided authorities" sharing its "missions with at least 71 Federal depart-
ments, agencies, and offices." Its bureaucracy is bloated, its infrastructure is in dis-

repair, and more than 60 percent of its resources are dedicated to activities com-
pletely unrelated to its mission. Former Commerce Department officials recently
testified before the House Budget Committee that the few unique functions con-

tained in Commerce suffer under the multiple tiers of bureaucracy and its 263 polit-

ical appointees.
Today's Department of Commerce cannot be "reinvented." Its problems can only

be solved if it is dismantled. The Department of Commerce Dismantling Act was
drafted by a House and Senate Task Force consisting of Members of Congress, Sen-
ators, former Department officials, and outside experts, with the following four prin-

ciples as a guide:

• Those programs deemed unnecessary or wasteful are terminated.
• Those programs duplicative of other departments or agencies are consoli-

dated.
• Those programs that serve a valid purpose are transferred to more appro-
priate agencies.
• Those programs which can be better performed outside the government
will be privatized.

Following is a brief agency-by-agency description of the legislation. The termi-
nations, transfers and consolidations ae to be completed over a 36-month period
under the direction of a temporary Commerce Programs Resolution Agency. The
savings indicated are preliminary Congressional Budget Office figures over 5 years.

Administrative Functions

The Office of the Secretary, General Counsel, Inspector General, and other admin-
istrative functions are terminated.

Estimated Savings: $250 million.

Economic Development Administration

The EDA provides grants and assistance to loosely-defined "economically de-
pressed" regions. EDA's functions are duplicated by numerous other Federal agen-
cies including the Departments of Agriculture, HUD, and Interior, the Small Busi-
ness Administration, the Tennessee Valley Authority and the Appalachian Regional
Commission. The parochial nature of the program often targets EDA grants to loca-

tions with healthy economies which do not need Federal assistance. The EDA is ter-

minated and its gi'ant programs eliminated, transferring outstanding obligations to

the Treasury Department for management or sale.

Estimated Savings: $1,139 billion.

Minority Business Development Agency

Although MBDA has spent hundreds of millions on management assistance—not
capital assistance, since 1971, the program has never been formally authorized by
Congress. The MBDA's stated mission, to help minority-owned businesses get gov-
ernment contracts, is duplicated by such agencies and programs as the Small Busi-
ness Administration and its failed 8(a) loan program, and Small Business Develop-
ment Centers, along with the private sector. The MBDA would be terminated and
its 98 field offices closed.

Estimated Savings: $183 million.

United States Travel & Tourism Administration

This Administration seeks to promote travel and tourism in the United States
through trade fairs and other promotional activities. According to the Heritage
Foundation, "the Agency often works with private sector orgamzations, including
the Travel Industry Association of America, to organize events such as the 'Discover
America Pow Wow' or the 'Pow Wow Europe.' There is no justification for Federal



involvement in such promotional activities of a commercial nature." Because func-
tions such as these are already extensively addressed by States, localities, public

sector organizations, and the private sector, the USTTA is immediately terminated.

Estimated Savings: $75 million.

Technology Administration

The Technology Administration currently works with industry to promote the use
and development of new technology. Because government in general, and the Fed-
eral Grovemment in particular, is poorly equipped to "pick winners and losers" in

the marketplace—frequently allowing political criteria rather than market criteria

determine tne choice—this Agency is terminated, including the OfBces of Technology
Policy, Technology Commercialization, and Technology Evaluation and Assessment.
The Industrial Technology Service programs, including the Advanced Technology

Program (ATP) and the Manufacturing Extension partnerships, are terminatea;
these programs are often cited as prime examples of corporate welfare, wherein the
Federal Government invests in applied research programs which should be con-

ducted in the private sector.

The weights and measures functions of the National Institute for Standards &
Technology would be transferred to the National Science Foundation. The National
Technical Information Service, a clearinghouse for technical government informa-
tion, would be privatized.

Estimated Savings: $1,872 billion.

National Telecommunications and Information Administration

The NTIA, an advisory body on national telecommunications policy, would be ter-

minated, including its grant programs. Federal spectrum management functions

would be transferred to the Federal Communications Commission.

Estimated Savings: $315 million.

Patent & Trademark Office

Providing for patents and trademarks is a Constitutionally-mandated government
function. Our proposal would transfer this office to the Justice Department, requir-

ing the PTO to be supported completely through fee collection.

Estimated Savings: $375 million.

Economic & Statistics Administration

The Bureau of the Census, another Constitutionally-mandated function, is trans-

ferred to the Treasury Department. Select General Accounting office recommenda-
tions for savings at the Bureau would be implemented. The Bureau of Economic
Analysis is transferred to the Federal Reserve System to ensure the integrity of

data. The superfluous ESA bureaucracy would be eliminated.

Estimated Savings: $827 million.

National Oceanic & Atmospheric Administration

While the activities of NOAA are only tangentially related to the promotion of

commerce, it makes up over 40% of the Department of Commerce budget. The indi-

vidual functions of this Agency would be sent to more appropriate agencies or de-

partments:

National Marine Fisheries Service—The enforcement functions of this

Agency would be transferred to the Coast Guard, while the scientific func-

tions would be transferred to the Fish and Wildlife Service. Seafood inspec-

tion would be transferred to the Department of Agriculture, which already
carries out most food inspection programs. State fishery grants and com-
mercial fisheries promotion are terminated.
National Ocean Service—Geodesy functions are transferred to the U.S.

Geological Survey. Coastal and water pollution research duplicated by the

Environmental Protection Agency is terminated. Marine and estuarine

sanctuary management would be transferred to the Interior Department,
which already manages some fisheries. Nautical and aeronautical charting

is privatized, as the private sector undertakes this activity already.

National Environmental Satellite, Data & Information Service—The
weather satellites of this Agency are transferred to the National Weather
Service to consolidate these functions, while the NESDIS data centers

would be privatized.

Office of Oceanic & Atmospheric Research—Because many of its activities

are duplicative of other federal agencies or could be better served by the



private sector, this office is terminated. The labs which could operate in the

private sector will be sold and the remaining labs will be transferred to the

Interior Department.

NOAA Corps—The NOAA Corps is terminated and its vessels sold to the

private sector. Services can be obtained in the private sector and its fleet

is in disrepair.

Estimated Savings: $2,338 billion.

Bureau of Export Administration

The BXA is one of several agencies responsible for monitoring U.S. exports that

may compromise national security. Because this function remains important to the

country, our legislation would reassign these functions as follows:

Export Licensing Functions transferred to the State Department—The de-

termination of export controls would be transferred to the State Depart-

ment, where some licensing functions are already performed. The United
States Trade Representative would advise the State Department in dis-

puted cases.

Export Enforcement Functions transferred to Customs Service—The Cus-
toms Service, which already has the staff, expertise, and facilities, would
enforce the export licensing determined by the State Department.

Estimated Savings: $91 million.

International Trade Administration

The Department of Commerce claims to be the lead in trade promotion, but actu-

ally plays a small part. Five percent of Commerce's budget is dedicated to trade pro-

motion, and it comprises only 8 percent of total Federal spending on trade pro-

motion. The ITA is the primary trade Agency within the Department of Commerce.
Our legislation would transfer the offices of the ITA to agencies where their func-

tions may be better performed:

Import Administration transferred to the Office of the United States Trade
Representative—The USTR, which already plays a role in this area, would
make determinations of unfair trade practices.

U.S. and Foreign Commercial Service transferred to the Office of the Unit-

ed States Trade Representative—The domestic component of USFCS is ter-

minated, and the foreign component would be transferred to the Office of

the United States Trade Representative, which already takes the lead in

trade policy.

Trade Development Functions terminated—The functions of this office

would be terminated and replaced with a series of Industry Advisory
Boards, composed of representatives from the private sector to provide ad-

vice to policy makers, at no cost to the Federal Government.

Estimated Savings: $294 million.

Total Savings Over 5 Years: $7,765 Billion.



DEPARTMENT OF COMMERCE

Mission



The legislation announced today is long overdue. Having served for 3 years as

U.S. Secretary of Commerce under President Bush and with 40 years in the private

sector as Chairman and CEO of Mosbacher Companies, I have come to the conclu-

sion that the bureaucracy we know as the Commerce Department is no longer nec-

essary. I've testified before the Congress advocating this position, and I've stood be-

fore with Members of Congress endorsing this move.
I know firsthand the strengths and weakness of this enormous Federal Agency.

The Department's mission, to "enhance economic opportunity for all Americans," has
been so diluted—by the more than 100 programs, and shared authorities with at

least 71 other Federal programs—that there's just no bang left in the buck. Decades
of uncoordinated mandates have left the Department with a bureaucratic fat content

so high that Congress should declare it unfit for taxpayer consumption.
The various functions of the Department of Commerce should either be privatized,

consolidated, localized, or eliminated.

Now, there are some very important functions that simply must be maintained.
First and foremost is in the field of international trade, where the Department of

Commerce is charged with maintaining a level plajdng field for American exporters.

As long as our international trade competitors are skewing markets, we will need
to promote—not subsidize—U.S. exports. If the United States is going to compete
successfully—based on merit, quality and price—then our manufacturers need a
tough referee to enforce fair play. This is a critical function in the emerging global

marketplace, especially when one considers that trade generated 60 percent of U.S.
economic growth this decade. I believe a studied review of the Department of Com-
merce will show that consolidation of the Department's key international trade func-

tions with those of the U.S. Trade Representative (USTR) and the International

Trade Commission is the way to go.

This issue isn't so much about money as it is empowerment; about putting the

American people back in charge of their destiny. Federal directives did not create

the most democratic and progressive government known to man. The American peo-

ple did that and we must ensure that the same opportunities exist for our children

and grandchildren. Sadly, most of the Department of Commerce embodies govern-
ment incursion that is both unnecessary and far too expensive to continue.

Business Leadership Council,
Washington, DC, June 9, 1995.

Hon. Spencer Abraham
U.S. Senate, 245 Dirksen Senate Office Building
Washington, DC
Dear Senator Abraham: The Business Leadership Council, a newly-formed busi-

ness association of entrepreneurial business leaders who are committed to working
to limit the size of government and to expand global economic growth, strongly en-
dorses the Abraham-Chrysler Commerce Department Dismantling Act of 1995.
BLC represents businesses of all types and sizes who want what is best for Amer-

ica, rather than a perk or subsidy that may be best in the narrow, short-term, self-

interest of their individual business. Its members are willing to take bold, principled
positions and are not afraid to confront the status quo. They recognize that, al-

though some of their businesses may benefit from particular Commerce Department
programs, it is clear America is better off saving the money, reducing subsidies, and
eliminating unnecessary regulations.

For that reason, we enthusiastically support the dismantling of corporate welfare,
whose voice in the cabinet has been the Commerce Department. The old established
business groups fear the wrath of their members who enjoy corporate pork and
therefore will not take a stand on this controversial issue. BLC, on the other hand,
applauds your efforts to abolish unnecessary, duplicative, wasteful programs and
save the taxpayers $7.8 billion over the next 5 years. In these times, when Congress
is endeavoring to balance the budget and reduce the size and scope of the Federal
Government, the business community must do its part.

Sincerely,

Thomas L. Phillips,
Chairman of the Board of Governors.



10

National Taxpayers Union,
June 14, 1995.

Hon. Spencer Abraham
U.S. Senate, 245 Dirksen Senate Office Building
Washington, DC
Dear Senator Abraham: National Taxpayers Union is pleased to endorse the

"Commerce Department Dismantling Act of 1995," as proposed by you and Con-
gressman Dick Chrysler. Your excellent proposal will streamline the Federal Ciov-

emment and provide significant savings for America's teixpayers.

The terminations, transfers and consolidations provided in your proposed legisla-

tion would be completed over a 36-month period. The "Abraham/Chrysler Act" would
save $7,765 billion over 5 years.

The General Accounting Office has reported that the Commerce Department
"faces the most complex web of divided authorities," sharing its "missions with at

least 71 Federal departments, agencies, and offices." Your bill will finally end this

wasteful duplication.

Again, NTU is pleased to endorse the "Abraham/Chrysler Commerce Department
Dismantling Act of 1995." We urge your colleagues to join you in this effort.

Sincerely,
David Keating,

Executive Vice President.

Small Business Survival Committee,
Washington, DC, June 7, 1995.

Hon. Spencer Abraham
United States Senate
Washington, DC
Dear Senator Abraham: Every so often, a piece of legislation crosses my desk

that the Small Business Survival Committee (SBSC) can support without any res-

ervations. "The Commerce Department Dismantling Act of 1995" is such a legisla-

tive act.

First, let me compliment you on your four straightforward principles for evaluat-

ing the Commerce Department. They should serve as a guide for reviewing every

Federal Government Department:

• terminating unnecessary and wasteful programs;
• consolidating programs duplicative of other departments or agencies;

• transferring valid programs to more appropriate agencies;

• privatizing programs which can be better performed in the private sector.

Federal Government spending has been out of control for decades. The Commerce
Department, with its mjrriad unnecessary and duplicative programs, serves as one
of the most glaring examples of wasting taxpayer dollars. The elimination of the De-
partment of Commerce will send a loud and clear message to the American people

—

business-as-usual, big-government politics is finished. Indeed, eliminating the Com-
merce Department would be an historic step toward bringing some sanity back to

the Federal Government, while saving U.S. taxpayers an estimated $7.8 billion over

5 years.

"The Commerce Department Dismantling Act of 1995" offers a sound plan for

eliminating programs within the Commerce Department that government should

not be undertaking in the first place (e.g., the United States Travel & Tourism Ad-
ministration); for moving programs to more appropriate areas of the Federal Gov-
ernment (e.g., the Bureau of the Census and the Bureau of Economic Analysis); or

for privatizing programs (e.g., the National Technical Information Service).

Naturally, every Federal department or program has a vocal special interest at-

tached to it. The Commerce Department is no different. Indeed, a small part of the

business community likely will oppose the termination of the Commerce Depart-
ment. Please rest assured that any business voices raised in support of the Com-
merce Department will be a very small minority. America's entrepreneurs have little

use, if any, for the U.S. Department of Commerce.
The best agenda for entrepreneurs, business and the economy is clear: deregula-

tion, tax reduction, and smaller government. Eliminating the Department of Com-
merce has the full support of SBSC and our more than 40,000 small business mem-
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bers. The time has come to rein in Federal Government spending, and the Depart-

ment of Commerce is a fine place to start.

Sincerely,
Karen Kerrigan,

President.

Competitive Enterprise Institute,

Washington, DC, February 10, 1995.

An Open Letter to Members of Congress:

The Competitive Enterprise Institute (CEI) strongly supports congressional efforts

to eliminate the Departments of Energy, Commerce, HUD, and Education.

In his new book. Government: America's #i Growth Industry, economist Stephen

Moore documents the relentless growth of government over the past four decades:

• Taxes at all levels now consume more than $1 of every $3 of worker income,

up from $1 of every $4 in 1950, and $1 of every $9 in 1930. Federal taxes alone

take almost 5 percent of a typical middle-income family's earnings, up from 4 per-

cent in 1950.
• Government today spends almost 37 percent of GDP, up from 31 percent in

1970, and 21 percent in 1950. Federal spending in real dollars has grown sixfold

since 1950, 200 percent since 1970, and 50 percent since 1980.

• From 1950 to 1980, the Federal Register grew from 12,000 to 87,000 pages of

regulations. Ronald Reagan reduced regulations to 48,000 pages in 1985, but the

number of pages has shot back up to over 70,000 today. Complying with Federal

regulations now costs the economy at least $400 billion annually—about $4,000 for

every household in the U.S. each year.

Chronic $200 billion deficits are only the most obvious sign that our government

has become unaffordable. The first step to making government affordable again is

to dismantle every agency that is not essential to national security and prosperity.

Far from being essential, DOE doesn't pay our gas and electric bills. Commerce
doesn't run our businesses. Education doesn't teach a single child, and HUD doesn't

develop urban neighborhoods. Indeed, these agencies meddle in affairs more suit-

ably managed by the states or the private sector, and are a source of much mischief

besides.

CEI applauds those in Congress who seek to amputate the tentacles, not merely

remove the barnacles and blemishes, of the tax-and-spend regvilatory Leviathan.

Sincerely,
Marlo Lewis, Jr.,

Executive Director.

GAO Transition Series

COMMERCE issues

The Department of Commerce is a large, diverse agency responsible for numerous
programs that cut across core national issues, including trade, technology, competi-

tiveness, industry, environment, and economic activity. Commerce's missions include

fostering technology, stimulating and regulating international trade, promoting com-
merce, analyzing social and economic activity, and studjdng the environment and
natural resources.
Four years ago, we identified several important areas needing action at Com-

merce, including improving export promotion activities and controls, addressing

problems associated with the decennial ce^nsus, and monitoring progress on a new
automated patent system. These are still relevant issues, though Commerce has
made some improvements in export-related activities.

This report discusses the need for Commerce to (1) focus its missions on improv-

ing competitiveness and play a more significant role among the many federal agen-

cies that share responsibility for that goal; (2) invest in infrastructure—which, ac-

cording to Commerce's estimates, may require at least $7.4 billion over 15 years,

including $4.6 billion for modernizing the National Weather Service; (3) improve
economic statistics to overcome concerns about their quality and coordination; and
(4) change planning and decisionmaking for the 2000 Census to ensure that accu-

racy will not continue declining or costs will not continue rising. Census Bureau
planning staff estimated that if the current approach to taking the census is re-

tained for 2000, the costs could rise to about $4.8 billion in current dollars, from
$2.6 billion in 1990.
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Enhancing the Federal Government's ability to spur economic growth by increas-

ing competitiveness is one key to economic security. Commerce, with its programs
in technology, trade, statistics, telecommunications, and industrial development, has
a role in this effort. Its programs are at the heart of Federal efforts to foster both
near-term and long-term improvements in the productivity of the U.S. economy.
The current organization of the Federal Government may not maximize the na-

tions capacity to improve productivity and competitiveness. A number of congres-
sional bills and private sector reports have offered proposals aimed at improving the
Federal approacn to this important issue. They propose restructuring programs and
agencies ttiat deal with the major elements of competitiveness, such as international
trade and technology, and generally suggest significant changes to Commerce's
present missions or organizational structure.

With the growing convergence of sentiment on this issue, both inside and outside

the government, there will likely be attempts to reorder the Federal approach to

competitiveness. If it is determined that Commerce should play a key role in en-

hancing and promoting competitiveness, the Secretary must be ready to address two
issues that impair Commerce's ability to achieve that aim. First, Commerce will

need to better focus its mission on improving and promoting competitiveness. Sec-

ond, Commerce will need to play a more significant role among the various Federal
agencies that share responsibilities for improving competitiveness.
Commerce is in a unique position to promote competitiveness because it combines

many of the essential elements of government programs necessary to meet the
goal—statistical analysis, international trade technology promotion, telecommuni-
cations, and economic development. However, Commerce's Inspector General (IG)

has described Commerce as a loose collection of more than 100 programs delivering

services to about 1,000 customer bases. While many programs are directly related

to the goal of supporting commerce and industry, many others are, at best, only dis-

tantly connected to this goal.

The majority of Commerce's limited resources are applied to tasks that do not

have a tangible impact on improving competitiveness. For example, in fiscal year
1993, an estimated 59 percent of Commerce's budget and 37 percent of its staff is

to be allocated to the National Oceanic and Atmospheric Administration (NOAA) for

weather, oceanic research, and other activities—which are only tangentially related

to improving and promoting competitiveness. In this environment, it is difficult to

apply sufficient resources and attention to all necessary activities and mission prior-

ities.

If Commerce is to play a key role in enhancing and promoting competitiveness,

the Secretary will need to formulate and set forth a strategy that taps into Com-
merce's inherent potential toward this end. At the outset of developing a strategy,

the Secretary will need to carefully examine current components of Commerce and
work with the Office of Management and Budget (0MB) and Congress to consider

spinning off or eliminating those components that do not fit, while clarifying the

roles and interconnections among those that do. Further, because the programs in

Commerce do not encompass all uie essential elements of improving competitiveness
and productivity, the strategy should ensure that Commerce s programs are consist-

ent with other agencies' efforts.

The Secretary will also need to address the fundamental problem that Commerce
lacks the prominence and resources to play a significant role in improving competi-
tiveness. While many Federal departments share mission-related functions and pro-

grams with other departments and agencies, Commerce likely faces the most com-
plex web of divided authorities. For example. Commerce shares its missions with at

least 71 Federal departments, agencies, and offices. Further, Commerce has tradi-

tionally taken a bacK seat to departments that had more prominent status, greater

resources, and higher national priority in the Cold War world.

Now, in the post-Cold War era, the issues traditionally administered by Com-
merce have gained new priority and could push Commerce to a potential leadership

position. Yet Commerce does not control a majority of the resources devoted to mis-

sions it shares with other agencies. For example, export promotion programs are

distributed among 10 agencies. The U.S. Department of Agriculture, not Commerce,
receives about 74 percent of total funding for these programs, although it accounts
for only about 10 percent of U.S. exports.

If the incoming administration and the Congress determine that Commerce is to

play a central role in improving competitiveness, then Commerce should occupy a
more central position in tne system of Federal programs meant to achieve this end.

To do so, the Secretary needs to work with the President, other Secretaries, and the

Congress either to (1) secure clearer lines of coordinating authority over related pro-

grams in other agencies or (2) relocate those related programs into Conmierce.
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The Washington Times

[May 30, 1995]

TRADE WILL GO ON, EVEN WITHOUT COMMERCE

[By Dick Chrysler]

Former Commerce Secretary Robert Mosbacher recently called his old depart-

ment, "nothing more than a haJl closet where you throw in everything that you don't

know what to do with." The Department's own inspector general reports that the

agency is "a loose collection of more than 200 programs."

The General Accounting Office echoes these themes in concluding the Department
of Commerce "faces the most complex web of divided authorities" sharing its "mis-

sion with at least 71 federal departments, agencies, and offices."

If ever there was a department that needed to be dismantled, it is the Depart-

ment of Commerce.
Three months ago a group of Members of Congress and former Cabinet secretaries

gathered to announce a goal that had been unthinkable in previous sessions of Con-

gress: the elimination of the departments of Commerce, Education, Energy, and
Housing and Urban Development.
Today, our goal isn't as unthinkable as some would have believed. Senate Major-

ity Leader Bob Dole recently announced his support of these eliminations and ap-

pointed a Senate task force to look into the project. Additionally, both the House
and Senate budget resolutions call for the elimination of the Department of Com-
merce.
We said back in February that it was time to put the Department of Commerce

out of business, and we promised to have specific legislation to do just that by the

spring. Last week we unveiled the vehicle to achieve the goal: the Department of

Commerce Dismantling Act.

Our Commerce Task Force spent the past three months studying every program
in the department, putting each under the microscope. We asked three questions of

every program;
• First, is this program necessary? Is it worth borrowing the money to pay for

it, only to have our children pay it back?
• If it is necessary, does the federal government need to be involved, or is this

something better left to the states, communities or individuals?

• If the federal government does need to be involved, are we currently doing the

job in the most effective and efficient manner?
We found that the Department of Commerce cannot be "re-invented." Its problems

can only be solved if it is dismantled. The product of our analysis is a specific, step-

by-step plan that will shut its doors.

Of all the programs in the Department of Commerce, we found three to be unique:

Census, patents and trademarks, and weights and measures. These programs are

transferred to more appropriate homes where their jobs can be done better.

Over half of the department's resources have little or no relationship to commerce.
About 50 percent of the agency^s budget and some 35 percent of its staff are

consumed by the National Oceanic and Atmospheric Administration.

Billions of taxpayer dollars are given away every year for such things as fisheries

promotion, travel and tourism fairs, and pork barrel projects for loosely defined "eco-

nomically depressed" areas. The Department of Commerce is also notorious for pro-

grams that amount to nothing short of corporate welfare. As Labor Secretary Robert
Reich has said, these should be ended.
While trade promotion activities are considered one of the department's more im-

portant functions, these activities account for 4 percent of its budget. At least 11

different federsd agencies currently play some role in trade promotion. Our proposal

begins to consolidate a fragmented system.
By cutting the unnecessary and wasteful programs immediately, we will save

American taxpayers billions of dollars. By consolidating the beneficial programs, we
are creating a government that makes more sense. Our proposal will save American
taxpayers more than $7,765 billion over the next five years. This is not just a reck-

less effort to slash programs for the sake of cutting government. If we found that

a program was unnecessary, we eliminated it. If it was duplicative, we consolidated

it. If a program was better performed by the private sector, we privatized it. And
if a program was beneficial we streamlined it.

Our legislation also creates a Resolutions Agency that will wind up the affairs of

the Department over a three year period.
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As we said in February, the November election was a clear call for a smaller,
more efficient, more focused federal government. Our plan to dismantle the depart-
ment delivers on this mandate that is too big and spends too much money.

Washington Times

[June 16, 1995]

RON BROWN MAKES A GOOD TRY AT DEFENDING HIS INDEFENSIBLE DEPARTMENT

We read with interest Commerce Secretary Ronald Brown's defense of his depart-
ment on your June 6 Op-Ed page ("The compelling case for Commerce"). Mr. Brown
has the unenviable task of defending what is perhaps the least defensible depart-
ment in Washington.
Mr. Brown pleaded his case with vigor and enthusiasm, touting successes within

the Department of Commerce—primarily in the area of export promotion. Limited
successes and good intentions in just one small segment of the bureaucracy, how-
ever, cannot justify the billions of taxpayer dollars that are poured into the depart-
ment each year.

In basing his defense of the entire department on the activities of its trade func-
tions, Mr. Brown misses the mark. Only 5 percent of Commerce's budget is devoted
to trade promotion, a responsibility the department shares with 19 other federal

agencies! Moreover, our legislation to eliminate the department does not kill these
activities; much of the Import Administration and the Foreign Commercial Service
are transferred to the U.S. Trade Representative (USTR). The USTR is every bit

the business advocate Mr. Brown's Commerce Department claims to be, without the
six under-secretaries, 263 political appointees and 36,000 bureaucrats.
Regarding the majority of the Commerce Department's activities, what Mr. Brown

calls "synergy" others have labeled confusion. Former Commerce Secretan^ Robert
Mosbacher has labeled the department "nothing more than a hall closet where you
throw in everything that you don't know what to do with." There is no rationale

for huddling the nation's weather service, patent office and census bureau under the
same administrative umbrella. Our legislation would move these agencies to more
appropriate areas of the government.

Finally, Mr. Brown's spirited defense of all the Commerce Department's functions,

absent any sense of proportion, undermines his whole argument. For example, far

from using the "latest technology" to save lives and property, the National Weather
Service is actually the second largest purchaser of vacuum tubes in the United
States! According to the General Accounting Office, efforts to modernize the service

are years behind schedule and billions over budget.
This wholesale approach, lumping the good with the bad, the efficient with the

wasteful, is symptomatic of how we got into our deficitness in the first place. The
Republican effort to eliminate the Commerce Department is based upon the same
fundamental principles of limited and efficient government that the electorate over-

whelmingly supported last November. It is a reasonable approach to restore some
much-needed fiscal sanity to our federal government, making it smaller and less

costly, yet more efficient.

Dick Chrysler
U.S. House of Representatives

Spencer Abraham
U.S. Senate
Washington

Journal of Commerce

[June 22, 1995]

commerce department SEEN LESS VITAL THAN DEFICIT CUT—BUSINESS SUPPORT
WANES FOR AGENCY

[By Richard Lawrence]

Washington—The Commerce Department, struggling against its abolition by Con-
gress, is mustering little business support.
Although Commerce is the business community's most vocal supporter in the ad-

ministration, most business executives say budget deficit reduction is more impor-
tant than retaining an advocate in the Cabinet.
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However, there is growing support that Commerce's duties, especially regarding

international trade, be distilled into a new Cabinet-level trade agency.

House and Senate leaders agreed last week to a budget resolution to eliminate

the department by fiscal 1999, although some of its functions, such as the Census

Bureau, Patent Office, Weather Bureau and import and export administrations

would be transferred to other agencies or made independent.

The resolution, however, is not binding, and senior Commerce officials maintain

that "at the end of the day" the Commerce Department will prevail.

"I'm optimistic," said Jim Desler, a Commerce Department spokesman, "that the

department's essential functions will remain intact, although there may be some
(funding) cuts." Business support for Commerce is gaining momentum, he said, and

will likely become more visible as the congressional proposals are more closely ana-

lyzed.

The department's fate will be up to a number of congressional authorizing and
appropriations committees, though the president could have the final say. An early

tip as to how Congress may proceed may come Wednesday when a House Appropria-

tions subcommittee takes up Commerce's fiscal 1996 funding.

To survive. Commerce officials acknowledge, the department probably needs solid

support from business groups, in particular small and medium-sized firms, but that

has not yet come.
A spokesman for the National Federation of Independent Business Inc., which

represents more than 600,000 small businesses, finds among federation members
little support for keeping the Commerce Department. It is more important, they feel,

to cut the federal deficit than save Commerce, he said.

The U.S. Chamber of Commerce reports its members feel the same. The key, says

Willard Workman, the chamber's vice president-international, is that lower budget

deficits translate into lower interest rates and higher profit. Commerce's budget

runs about $4.8 billion a year.

"I've received only four phone calls from member companies asking that we lead

the effort to save the department," Mr. Workman said. The chamber has more than

200,000 members.
But, he added, the chamber is open to proposals to consolidate the administra-

tion's trade functions, in particular the export controls bureau and the import ad-

ministration, which investigates unfairly priced imports. Those functions must be

retained, he said.

Others are more directly suggesting a possible new trade agency. The National

Association of Manufacturers, in a letter to a House Appropriations subcommittee,

argues that "some elements of Commerce's trade and export functions should re-

main together under the leadership of a Cabinet-rank official."

A similar call came from the Emergency Committee for American Trade, which
represents 60 U.S. based multinational firms. U.S. business, like labor and agri-

culture, must have Cabinet-level representation, said Robert McNeill, the group's

executive vice-chairman.

Buriness spokesmen and the Commerce Department clearly share one view:

strong opposition to a House Republican bill to scatter Commerce's trade functions

to different agencies.

Meanwhile, support for a unified trade agency seems to be growing in Congress,

although proposals differ over how this would be done.

Senator Christopher Bond, R-Mo., promises to push for a consolidated, Cabinet-

level trade agency once a bill to dismantle Commerce reaches the Senate floor. Sen-

ate Majority Leader Robert Dole, R-Kan., is reported considering the idea of a trade

agency, but one below Cabinet-level status.

In the House, Rep. John Mica, R-Fla., is about to introduce a trade agency bill,

which unlike Sen. Bond's proposal, includes the U.S. Trade Representative's office.

By mid-July, Sen. William Roth, R-Del., the Governmental Affairs Committee
chairman who has long proposed a department of international trade, will hold

hearings to explore these and other views. And House Speaker Newt Gingrich, R-

Ga., has said he favors a congressional task force to examine how best to organize

the government's trade-related activities.

It probably will take a year or two, perhaps longer, to sort out the Commerce De-
partment's future and more specifically how the government's trade activities should
be organized, business spokesmen estimated.
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Wall Street Journal

[May 11, 1995]

ORPHAN AGENCY—A LITTLE OF EVERYTHING IS DONE AT DEPARTMENT OF COMMERCE
TODAY—VAGUE MISSION IS ONE REASON IT MAKES GOP HIT LIST; BUSINESS SHEDS
FEW TEARS

SHIPS, TRIPS AND ZEBRA MUSSELS

[By Helene Cooper]

Stephens Passage, Alaska—The officers aboard the U.S. ship Rainier are smartly

dressed, in khaki maritime workwear. In the captain's quarters, polished wood
gleams brightly. At the helm, Lt. Commander Art Francis giiides the vessel as it

surveys the clear waters of southeast Alaska. "I love this job," he says.

At the National Marine Fisheries Service in Seattle, meanwhile, government sci-

entists work to determine the migration and breeding habits of the dwindling stock

of Pacific salmon.
Nearby, workers from the Hazardous Materials Response and Assessment Divi-

sion await the phone call that alerts them that there has been an oil spill—any-

where in the world. Then they whisk off to help in the cleanup.

These federal employees aren't from the Navy, the Fish and Wildlife Service or

the Environmental Protection Agency, as their job descriptions might indicate. They
work for the Commerce Department.
The Commerce Department? The tentacles of this cabinet department, marked for

elimination by the Republican-controlled Congress, spread across the country and
into the ocean. The Rainier, in fact, is but one ship in a fleet of 25 Commerce De-

partment vessels commanded by three admirals.

With a loosely defined mandate to aid U.S. businesses, the department, with

37,000 employees and a $4.2 billion budget, is a hodgepodge of bureaucratic func-

tions, some overlapping with other agencies, is currently involved in tasks ranging

from trade talks with Japan on cars to scientific research on the zebra mussel. Com-
merce, its critics say, is tiie very symbol of bureaucracy run amok.
Given the millions in business subsidies and technology awards that Commerce

has doled out to U.S. businesses, one might expect its corporate beneficiaries to be

leaping to the department's side as the budget-cutters approach: Not so.

Consider the congressional testimony of Eastman Kodak Co.'s Michael Morley, a

human-resources executive whose boss accompanied Commerce Secretary Ron
Brown on a trip to China to try to nail down some contracts. At a House Budget
Committee hearing on how to streamline government, Mr. Morley noted that Kodak
planned to "sell, discontinue or close those businesses and functions that were not

germane to our vision" and added: "For the federal government, an example might

be closing the cabinet agencies of the departments of Commerce or Energy."

Defining the Mission—Robert Mosbacher, Commerce Secretary in the Bush Ad-
ministration, is harsher still. He calls his former cabinet office "nothing more than

a hall closet where you throw in everything that you don't know what to do with."

With the party of business now in control, these should be salad days for Com-
merce in the Congress. Instead, Republicans are talking about either a gradual

death (in the Senate budget plan) or summary execution (the House's plan) for the

department of business. Part of the problem is that no one can quite figure out what
business, exactly, the Commerce Department should be in. Even top officials of the

agency have a hard time describing.

"We are at the intersection of a variety of significant policy areas that spur eco-

nomic growth," says Jonathan Sallet, Commerce's policy director. Commerce, he

says, "Is about combining them into effective parts of economic strategy. The
strength of this department is in the fact that we make that connection."

Some Goodies—Commerce does offer some goodies that business likes, such as

$400 million-plus in annual awards for research in electronics and materials. But
corporate lobbyists say these don't compare in importance with the feast of legisla-

tion they would like from the GOP Congress; tort reform, regulatory relief, a capital-

gains tax cut and a scaling back of environmental restrictions. And even some Clin-

ton administration alUes appear hard-pressed to defend this bureaucracy. Asked if

Commerce should get the ax, C. Fred Bergsten, director of the Institute for Inter-

national Economics, replies: "I don't think much would be lost."

Adding to the department's woes is the battering that Secretary Brown has taken

on questions about his private dealings. While Mr. Brown has received extensive

media attention and praise for his work at the department, he is hobbled by a Jus-
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tice Department investigation into how he made $400,000 from the sale of his assets

in an unsuccessful company in which he invested no money and little time.

There is no question that some useful work gets done at Commerce, particularly

in the National Weather Service. At the National Oceanic and Atmospheric Admin-
istration, the Commerce arm that runs those ships (and that takes up almost 50%
of the departmental budget), scientists do research aimed at averting oil spills. Map
making that goes on aboard the Rainier is crucial to making sure tankers don't run
aground.
But Commerce officials have a hard time explaining who some of these important

functions belong in the department, and why others shouldn't be privatized. For ex-

ample, some of the oceanic research—into zebra mussels, shark feeding and disposal

of crab wastes—could be handled by industries that care about such things.

They are also often at a loss to explain how the department has grown so big.

Mr. Mosbacher's hall-closet analogy isn't far off the mark. Departments and agen-
cies that didn't fit in other cabinet offices were, over the years, simply tacked into

Commerce. This haphazard growth is tjT)ical of the federal bureaucracy. So too is

the turf protection that may make it hard to do away with the department.
Life at Hazmat—Take a look at the Hazardous Materials Response and Assess-

ment Division, often called Hazmat. A Commerce arm based in Seattle, Hazmat has
branches in all the major coastal cities. It employs some 100 biologists, chemists,
oceanographers, geomorphologists (geologists who work on beaches) and geologists

who "dash off to oil spills around the world," says David Kennedy, Hazmat's chief
Mr. Kennedy explains the mission: "We're a liaison and technical support to the

Coast Guard for oil spills and hazardous-materials spills," he says. "We're involved
in how to clean up the mess." How clean is clean?

If these duties sound similar to the EPA's; that's because they are. Hazmat sci-

entists routinely work with EPA people. Critics say the agencies could probably be
merged, and overlapping jobs cut.

No; Mr. Kennedy says, Hazmat is different. EPA's mandate is to focus on human
environmental dangers, he says, while Hazmat focuses on spills that affect shipping
and commerce. So he says hazmat needs to remain separate.

Leonard Smith, a regional director of Commerce's Economic Development Agency,
makes a similar argument in explaining why the Commerce Department is helping
create a university in Monterey, Calif When the nearby Fort Ord military base
closed, officials were frightened for the local economy. "Who's left to come in and
help the community?" Mr. Smith asks.

Who else but Commerce? So last year, the department put $15 million into turn-
ing the base into California State University at Monterey, whose doors will open to

1,000 students in September.
But if California needs another campus for its sprawling university system,

shouldn't whatever federal help was needed have come from the Department of Edu-
cation? No, says Mr. Smith. "We're not just creating universities; we're creating
jobs."

At Commerce, job creation is taken especially seriously when the jobs belong to

the department itself Officials are upset over a proposal from Sen. Jesse Helms of
North Carolina to return the department's U.S. and Foreign Commercial Service to

the rival State Department where it rested before 1980. ( The^re still stuck in the
Cold War over there," a senior Commerce official says.)

Exports and Jobs—So Commerce has mounted a public relations offensive. Re-
porters were brought in recently to tour the office's new export-advocacy center,
where U.S. companies trsdng to enter complicated foreign markets can seek aid. Se-
curity is tight; special codes and complex locks restrict entry. One mission is to

track the 100 biggest business deals around the globe for which American compa-
nies are competing. In an almost eerie display, a bank of empty computers each dis-

5lay the same message in purple letters against a turquoise background: "Exports-
obs."

This is the Commerce Department's byword, and it has fueled a drive by Sec-
retary Brown to open foreign markets. Mr. Brown has led corporate delegations to
China, Brazil and Africa, helping to forge new contracts valued at $25 billion and
creating 450,000 new jobs, according to department estimates. Past Commerce
chiefs, including Mr. Mosbacher, also stumped on foreign territories for U.S. compa-
nies, but none with the zeal or effectiveness of Mr. Brown.
But even in this high-profile line of work, Commerce comes under fire. "There's

no economics in the argument" that export promotion creates jobs, contends Robert
Shapiro, a Clinton political ally and vice president of the Progressive Policy Insti-
tute, a Democratic Party think tank. "These export subsidies certainly don't reduce
the trade deficit. All you can do with [them] is increase jobs for companies with the
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clout to get the subsidy. But that's at the expense of industries that don't have that
clout. You're just shifting things around."

Faint Praise—Given the energy Commerce spends seeking foreign business, one
might think U.S. companies would be rushing to define at least these Commerce ini-

tiatives from the Republicans' ax. Most aren't.

"A few of their programs I see value in," says a lobbyist for a large U.S. company
that has received several Commerce research subsidies. "But the entire department,
with what it costs to run it? It's hard to justify."

For his part, Mr. Brown calls the proposals to eliminate his department "the
height of nonsense." He argues that rather than make it smaller, Congress should
make it bigger, a sentiment that President Clinton apparently shares. Commerce's
fiscal 1995 budget is 28% higher than that for fiscal 1993.

"I think you can make a reasonable argument that money spent in Commerce gets

more bang for the buck than anywhere else in government," Mr. Brown says. "It

attracts private investment. It creates jobs for the American people."

And Commerce may be saved by the very thing that makes some people want to

kill it: Its long reach. If Commerce is axed, asks one of its midlevel bureaucrats,
"Who would forecast the weather? Who would do the census? Who would operate
the Appalachian Regional Commission? Who would take CEOs to China?"

In fact, the Republican proposals to drop the department would save some of its

key functions, such as weather forecasting, by putting them elsewhere. There are
those who say talk of eliminating Commerce is a deceptive attempt by politicians

who want to give the appearance that they are cutting government waste. "You
have to distinguish between programs that actually abolish Commerce and pro-

grams that simply eliminate the letterhead," Mr. Shapiro says.

Consider the antics of Republican Sen. Spencer Abraham, head of a Senate panel
to consider eliminating Commerce. "There is simply too much waste and duplica-

tion," he said last month. "Our goal is to make government more efficient and less

expensive."
But the senator is from Michigan, where zebra mussels are clogging sewage pipes.

Three days later he voted to restore $2 million for zebra-mussel research in the
Commerce Department.

Journal of Commerce

[May 24, 1995]

RE-ENGINEERING COMMERCE

Doing more with less has become the credo of American business, where cost con-

trol is a condition of survival. Not so in government, where aimless programs often

live on despite vague talk of re-engineering.

This week. House Republicans turned their attention to the $4.2 billion Depart-
ment of Commerce, which surfaces every few years as a target of budget cutters.

Under a bill introduced by Michigan Rep. Dick Chrysler and a few dozen co-spon-

sors, Congress would abruptly cancel about 35% of the department's operations

—

mainly those that provide direct handouts to business—and transfer the rest to

other agencies. Most of this makes good sense.

The Commerce Department, of course, is a fat political target, and not only be-

cause of the legal and ethics problems of its secretary, Ron Brown. Although its mis-
sion is to help commerce, the department lacks broad support even among business
people. Republicans have been saying for months that Commerce must go—and the

silence from corporate America has not gone unnoticed on Capital Hill.

The department's biggest weakness, though, is its lack of a coherent or easily de-

fensible mission. Much of what it does has nothing to do with promoting business

—

which, in any case, the private sector is well-equipped to do itself Among other

things, the department operates weather satellites, counts the population, conducts
oceanic research and promotes fisheries. It also issues patents and trademarks,
drums up overseas business for U.S. corporations and compiles economic statistics.

It is a collection without much rhvme or reason. Former Commerce Secretary Robert
Mosbacher likened it to a "hall closet where you throw in everything that you don't

know what to do with."

To clear out the closet, Mr. Chrysler would immediately end programs that sub-

sidize individual businesses—the sort of programs Clinton administration Labor
Secretary Robert Reich has called "corporate" welfare." The bill would shut down
the offices that promote fisheries, fund new technologies, run tourism fairs and fi-

nance pork-barrel projects in "economically depressed" areas.
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Six months after enactment, the bill would do away with the rest of the depart-

ment by parceling out its activities to other agencies with similar missions. The of-

fice that operates weather satellites would go to the Interior Department. Fish in-

spection would move to Agriculture. Promoting U.S. exports would go to the office

of the U.S. Trade Representative. Within three years, the Commerce Departinent

would be history. Over five years, taxpayers would save $7.76 billion. And since

merging similar programs would force them to compete for scarce funds, taxpayers

would realize further savings.

Most of this plan, which is based on an office-by-office review of the department,
is sound. It distinguishes between subsidies to individual businesses, which should

be eliminated, and economy-wide services such as collecting economic data and oper-

ating weather satellites, which are more legitimate functions of government.
That said, the Chrysler bill is far from perfect. It leaves in place plenty of pork,

including marine research projects from the National Oceanic and Atmospheric Ad-
ministration that go to the districts of influential congressmen. And it ignores many
other corporate handouts, such as those offered through the Small Business Admin-
istration, that have more forceful defenders.

By focusing on the Commerce Department, budget cutters are starting small.

Even though it employs 37,000 to run some 100 programs, its budget is a fraction

of the $331 billion spent annually by the Health and Human Services Department
and the Defense Department's $282 billion. The other agencies have much stronger

support.
To his credit, Mr. Chrysler provides a practical blueprint for rethinking one Cabi-

net agency's mission. Ideally, this will be a starting point for the bigger job of re-

engineering the rest of the federal government.
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Congrefis; o( tfje Winiith States;

^ouKe of ^eprmentatibefl

Ifflastitngton, BC 20515

It's Time to Close the
Department of Commerce.

May 26, 1995

Dear Colleague:

If there was ever a Department that needed to be dismantled, its the Department of Cc:rr

Former Commerce Secretary Robert Mosbacher recently called the Department, "nothing more

than a hall closet where you throw in everything that you don't know what to do with."

A Washington Post editorial of May 1 2th declares, "The country could get along just fine, for

example, without an Energy, an Education, or a Commerce Department."

In a May I Ith article, the Wall Street Journal noted, "Business Sheds Few Tears" in response

to calls for the Department's abolition.

That article goes on to say, "And even some Clinton adnunistration allies appear hard-pressed

to defend this bureaucracy. Asked if Commerce should get the ax, C. Fred Bergsten, director of

the Institute for Intemational Economics, replies: 'I don't think much would be lost.'"

A May 24th editorial in the Journal ofCommerce declares, "The Department lacks broad

support even among business people . The department's biggest weakness, though, is its lack

of a coherent or easily defensible mission. Much of w^at it does has nothing to do with

promoting business - which, in any case, the private sector is well equipped to do itself"

The Commerce Department's own Inspector General calls the agency, "a loose collection of

more than 100 programs," while the General Accountmg Office reports that the Department

"faces the most complex web of divided authorities" sharing its "missions with at least 71

federal departments, agencies, and offices."

Both the House and Senate Republican budget resolutions call for the elimination of the Department of

Commerce. As Members of the Task Force studying the Departnient of Commerce, we have drafted

legislation with a specific plan to close the doors at the Department

We encourage you to join us in this important effort to reign in the growth of the federal bureaucracy

by being an original co-sponsor of the Department of Commerce Dismantling Act. Please call Scott

Gast in Rep. Chrysler's office at 5-4872 before June 2 to have your name listed as a sponsor of this bill.

It's time to close the Department of Commerce.

Sincerely,

-r).,QOj;i.-,j?., ^44Jmi/m.^
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Congre£(sf of tfje ^ntted ^tate£i

^ou£(e of i^epreisentatibefi

^astiington, BC 20515

Business Doesn't Want the

Department of Commerce
July 21, 1995

Dear Colleague:

Despite what you hear from the Washington defenders of the status quo. the Department of Commerce

is not the advocate for American businesses that they would have you believe. Evidence of this can be

seen in the business community's reluctance to rush t the defense of this unwieldy bureaucracy.

Just look at a couple of recent clips from some of the leading publications that cover the business

community, including a recent Business Week poll of 400 senior business executives:

Business Week
Julys, 1995

BUSINESS WEEK/HARRIS EXECUTIVE POLL

A BALANCED BUDGET OR BUST

UING AGENCIES

Sapporten of a balanced budget are proposing to eUminata

some federal agencte. Do joa txmr or oppoaa eHmhutlng-

RMi aiui vTnm
1. Energy Dept 71%.. ..24% 5%
2. Housing & Urban

Development Dept S9% 27% 4%

3. Commerce Depi 63% 33% 4%
4. Education Oept 52% 46% 2%

Journal ofCommerce ^"U Street Journal

June 27, 1995 May 11, 1995

Commerce Dept. OrpUanAgency

^rf>Pn TiM5C Vifnr A UtUe of Everything
^^een XjeSS yiUU.

is Done at Department

Than Deficit Cut orcommerce Today

Vague Mission Is One Reason

Business Support It Makes GOP Hit List:

Wanes for Agency Business Sheds Few Tcan

If business doesn't want the Department of Commerce, then who besides Ron Brown does? It's time to

close the Department of Commerce.

Sincerely, yy . y^

Dick Chrysler Mike Parker

Member of Congress Member of Congress
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Hnitcd States ::^cnatc

WASHINGTON DC :0510-:203

May 31, 1995

THE COMMERCE DEPARTMENT DISMANTLING ACT OF 1995

Dear Colleague:

The recently-passed Senate Budget Resolution callb for the elimination of the

Commerce Department. We are writing to invite vou to become an original

cosponsor of legislation that would implement the budget resolution'b

recommendation. The "Commerce Department Dismantling Act of 1995" was
drafted by the Senate Task Force on Elimination nf Go\ernment Agencies and a

similar House GOP Freshman Task Force.

The Commerce Department has evolved mto "a loose collection of more than IDD

programs" according to the agency's own Inspector - General. The General

Accounting Office goes further, reporting that the Department "faces the most

comple.x web of divided authorities" sharing its "missions with at least 71 federal

departments, agencies, and offices." Its bureaucrac\ is bloated, its Infrastructure is in

disrepair, and more than 60 percent of its budget i^ dedicated to activities completely

unrelated to its mission.

We must eliminate unnecessary and duplicative di-p.utmeiits and agencies like

Commerce if we are to truly restrain the federal govrrnmenl's growth and balance

the budget. Under the "Commerce Department Dismantling .Act of 19'^^," those

programs and functions that are deemed unneces.sar\ , Jiiplicatne, and wasteful are

terminated entirely. The remaining programs ,ire ntiier consolidated and

reassigned to other appropriate departments, or transtrired to the pruMti' sector.

Attached is a brief agency-by-agency description ot the !e:.;islation. The terminations,

transfers and consolidations are to be completed .urr a lhirt\-si\ month period

under the direction of a temporary Commerce Programs Resolution .•\;.;enL\-

According to preliminary estimates by the Coni;ressional Budget Office, this

legislation would produce budget savings of S7 Ti^^ billion o\er ^ vears If \cui

would like to become an original cosponsor ot this lej^islation, please contact Brian

Reardon or Cesar Conda in the office of Senator .\braham (4-4.S22).

SIncerelv,

Robert Dole

Maiorit\- Leader

iencer .Abraliaf

Task Force Go-chair

Faircloth

TaskForce Co-chair

"^^T-C^?"^
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Business Week
June 5, 1995

BUSINESS WEEK/HARRIS EXECUTIVE POLL

A BALANCED BUDGET OR BUST
American business has spoken: Balance the

federal budget, even if it means giving up
corporate subsidies. That"s the message in a

new BUSINESS WEEK/Harris Executive Poll of

408 senior executives. A decisive 57% of corpo-

rate leaders said balancing the budget was a

"top priority" that win only happen by setting a

FUa STEAM AHEU
RepubUcans and Democrats are arguing over how to balance

the federal budget. Which of the following statements comes

closest to your point ofview?

a. Balancing the budget is a top pnority that will only

happen by setting a stnct deadline 57%
b. Balancing the budget is a vwrthwhile goal, but drastic cuts

in federal spending could jeopardize the economy 23%
c. The most important goal should not be balancing the bud-

get but rather setting different spending priorities . . . 20%
d. Not sure/don't know 0%

SAYING YES TO SACRinCE
Some Bepublicans say that the drive to balance the budget

by 2002 will require most, if not all, business subsidies to be

eliminated. Considering your specific industry, are yon will-

ing to forgo special tax incentives or spending programs for

the sake of bndgetaiy discipline, or not?*

a. Willing to forgo tax incentives 57%
b. Willing to forgo spending programs 56%
c. Not willing to forgo anything 10%
d. Depends on the circumstances 7%
e. Not sure/don't know 6%

NO SACRED COWS
Fm going to read yon a list of business subsidies or incen-

tives that might be eliminated in order to balance the bud-

get Should each of the following be eliminated or not in or-

der to help balance the federal budget?

anuu OTSuof
sou MT Mnanw

1. Farm subsidies 83%.. .13%. ...4%
2. Incentives for energy development

and efficiency 68%. . . 27% 5%
3. Federal loan guarantees 65%. . . 29% .... 6%
4. Export-promotion programs 59%. . . 34% 7%
5. Research and development support

for emerging high-tech industries . . 51%. . . 45% 4%
6. Small-business grants and loans. . . . 49%. . . 47% 4%

AXING AGENCIES
~

Supporters ofa balanced budget are proposing to eliminate

some federal agencies. Do you favor or oppose eliminating:

wrsun/
RUni QFraSE DOI"l XMDW

1

.

Energy Dept 71%.... 24% 5%
2. Housing & Urban

Development Dept 69%. ..27% 4%
* Respondents could pick more than one ans* Kr

strict deadline. Only 23% felt such a step might
harm the economy.

Given a choice between balancing the govern-

ment's books or glaahing taxes, 79% of executives

opted for budget hal'"'~ Yet few thought it would
actually happen: Aiked if Uncle Sam's ledgers
would be balanced by 2002, 86% said no.

OTSUS/
ntm ama nwrmow

3. Commerce Dept 63% .... 33% 4%
4. Education Dept 52%.... 46% 2%

READ OUR UPS
Sepaiateljr, GOP spending proposals would balance the bud-

get by relying excluarsly on spending reductions. As a last

resort, would you favor or oppose modest tax increases to

help balance the budget by 2002?

a. Favor modest tax increases 39%
b. Oppose modest tax increases 57%
c. Not sure/don't know 4%

TOP OF THE AGENDA

Which of these issues is THE most important to American

business?

1. Balancing the federal budget 31%
2. Improving the U.S. educational system 28%
3. Helping to make U.S. companies more

competitive globally 17%
4. Cutting taxes 9%
5. Fighting crime and drugs 6%
6. Reforming the welfare system 5%
7. Pnwding guaranteed health care for all Americans. 1%
8. Reforming campaign finance laws 0%
9. Not sure/don't know 3%

NO TIME FOR TAX CUTS

Which do you think is more important—balancing the feder-

al budget or cutting taxes for business and individuals?

a. Balancing the federal budget 79%
b. Cutting taxes for business and individuals 19%
c. Not sure/don't know 2%

YEOFUTOEFAITH
AH in all, do you think the federal budget will be balanced by

2002 or not?

a. Will be balanced 11%
b. Will not be balanced 86%
c. Not sure/don't know 3%

Edited by Michele Galen

Survey of 408 senior executives at corpofations drawn from the busi-

Ntss WEEK 1000. Intereiews were conduaed May 19-23, 1995, for

BUSINESS WEEK by Louis Harris & Associates. Results should be ac-

curate to within 4.9 percentage points.

34 BUSINESS WEEK /
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Mr. OXLEY. Thank the gentleman from Michigan.
The other gentleman from Michigan, Sander Levin.

STATEMENT OF HON. SANDER LEVIN

Mr. Levin. Thank you very much, Mr. Chairman, and your col-

leagues.
I believe you have a copy of my written testimony, and I would

like to submit it for the record.

Mr. OxLEY. Without objection.

All of the written statements will be made a part of the record.

Mr. Levin. Mr. Chairman and colleagues, rather than reading
from my written testimony, let me summarize it and expand on it

in a few places. I think it is useful to look at reform of the Com-
merce Department as well as other agencies of government. I do
think, though, that it will be very helpful if we base reform on real

world experiences and not on vague theory or blind rage at govern-
ment.

Let me refer briefly to some of my experiences. In 1981, after I

left as Assistant Administrator of the Foreign Aid Agency, I tried

to match American business opportunities or interests with oppor-

tunities in three countries: Egypt, India, and Indonesia.

I remember going to Egypt in 1981. There were 2 commercial
service officers in the embassy serving all of American business in-

terested in opportunities in Egypt. They had two desks off to the

side.

I remember talking with a gentleman from Texas who was in the
irrigation business, and he was looking for just a little help to get

started and some knowledge of opportunities in Egypt. He never
left the airport because the American Government was unable to

help him initially explore opportunities there.

When I joined Congress I traveled to Indonesia in the mid-1980's.

We talked to the President of Indonesia about competition for a
large telecommunications project there.

We urged he take a good look at the American company, one that

was larger than the irrigation company in Texas. The Japanese
Government was providing the Japanese competitor with interest

payments to the Indonesian Government of half of what could be
offered by the American company. I came back. We talked to the

Reagan administration which got busy to try to see if our business
could operate on a level playing field with the Japanese.

In the late 1980's I went to Eastern Europe. I was struck by the

lack of American presence there after the fall of the Soviet Union.
I thought it was useful for them as well as for us that our compa-
nies be able to compete there and that our companies be encour-

aged to compete in Eastern Europe and came back with the idea

of expanding foreign commercial service attaches to commercial
centers so that smaller- and middle-sized business people who
wanted to explore possibilities in Eastern Europe would have a
chance to have a place to perch initially, have a little guidance as

to what the terrain was and opportunities there might be. The
Bush administration, I think to its credit, picked up this idea and
so today we have these expanded commercial centers.

In the last year, the Commerce Department decided to establish

a one-stop shop for smaller- and medium-sized business people in
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metropolitan Detroit, a regional center, and it has worked with the

Republican Governor and the Republican County Executive of Oak-
land County to create that one-stop shop.

H.R. 1756 would essentially reverse, in most cases, and reduce

in others, efforts that relate to each of the four experiences that I

have related. The result, I think, of that has been a lot of confusion

and, in some cases, consternation. So what has happened has been
that there has been a considerable backing off of that proposal, and
now we have instead proposals that would set up a new combined
trade agency.
The idea of combining USTR and the trade functions of Com-

merce is not a new idea. I think it is worth looking at if we do so

openly and not just with blinders on and with our ears plugged.

For example, the notion of combining the two but not having a
Cabinet-level position. I think that probably diminishes the impor-

tance of a trade entity in the U.S. Government at the same time
our economy is globalizing.

The funding pattern also is very unclear. Some of the functions

now in Commerce would be eliminated altogether. But those func-

tions, in some cases are the backbone for USTR's efforts. It would
mix market opening efforts and enforcement of our trade laws, and
that raises serious questions about whether or not one might be

traded off for the other.

I was also going to comment briefly on the proposal to eliminate

ATP and the Manufacturing Extension program. You know, I was
reading over the floor debate on Friday concerning the MPP and
agriculture, and it was interesting to listen to some of the pro-

ponents of MPP—and I voted against the amendment to eliminate

it—talk about the necessity in the agricultural field for a partner-

ship between the public and the private sectors, and how that had
worked in the agricultural area.

What we have today, I think, in front of us is a proposal that is

based on not a partnership but eliminating any essential govern-

mental role. I am not in favor of government being involved where
it should not be. Where the private sector can do it strictly alone,

it should be encouraged to do so and government should stay out.

But I strongly urge when it comes to trade functions and others

that are now in the Commerce Department that we really look be-

fore we leap, we not let generalized theory, a general rage at gov-

ernment, or political commitments to eliminate departments oper-

ate kind of willy-nilly without reference to the facts.

My experience is that trade functions within Commerce have
served the interests of business people in this country and the eco-

nomic interests of the United States, not always but in important
respects, and so before we dismantle these, I think we need to de-

bate and debate seriously.

Thank you for your time.

[The prepared statement of Hon. Sander Levin follows:]

Prepared Statement of Hon. Sander Levin, a Representative in Congress
From the State of Michigan

Thank you, Chairman Oxley and Chairman Fields, for the opportunity to testify

on H.R. 1756, the Department of Commerce dismanthng Act of 1995.

The best that can be said of H.R. 1756 is that it has stirred up a debate on the
functions of the Commerce Department. Such a debate can be useful if it is driven

21-934 - 96 - 2
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not by blind ideology, but by facts; not by dollar signs alone, but by sober analysis

as well; not by mere slogans, but by sound policy. But H.R. 1756 does not meet any
of these tests.

Let me start with the facts, and concentrate on the trade functions of Commerce
which I know best.

When I went to South Asia in the mid-1980s, the absence of American business

was dramatically, tangibly apparent in Indonesia, Singapore, Thailand and through-

out the region.

In Indonesia—a market of 180 million people—we had only four commercial offi-

cers and that number was being reduced to three. The impact on U.S. business was
driven home when we urged President Suharto to give an American company a

chance at a huge national telecommunications project. The Japanese Government,
he pointed out, had been courting him aggressively and was willing to finance its

bid at one-half the cost to Indonesia of the American company's proposal.

In Thailand, I suggested to the head of the U.S. Chamber of Commerce chapter

that without a major American private-public sector effort the U.S. would fall even

further behind in the next 10 years. His response: "Congressman, you're wrong: not

10 years, 5 years—not behind, but dead."

What H.R. 1756 proposes to do would tear out the trade programs of Commerce,
scatter some here and others there, and terminate still others. Ignoring the facts,

H.R. 1756:

• reflects the blind ideology of "getting government out of it"—out of any
role in working with business on overseas opportunities;

• satisfies the political need to get rid of a government department;
• arguably saves some money; and
• is an object to which one can attach the facile term "corporate welfare."

I favor eliminating any Department that is really unnecessary. I have strongly

supported deficit reduction, and continue to do so. I favor reform—indeed I have
been a very active participant in addressing the abuses and problems in our social

welfare system—and I believe the same concerns apply whether the recipient is in-

dividual or corporate.

But those who combine a wild swing under the banner of "corporate welfare" with

a misguided approach to social welfare reform should not be let off the hook by the

argument that they are dealing equally with both. Two minuses surely do not add
up to a plus—at least in terms of public policy.

A wild swing is surely wrong for my state of Michigan. Michigan is the fifth larg-

est exporting state, behind California, New York, Texas, and Washington. In 1993,

Michigan had export sales of $25.3 billion, of which 98% were manufactured goods.

Its top three export markets in 1993 were Canada, Mexico and Japan. Transpor-

tation equipment is Michigan's dominant export. Other major exports are industrial

machinery and computers, fabricated metal products, electric and electronic equip-

ment, and chemical products.

Commerce's domestic offices which provide export information annually reach over

2,500 businesses in Michigan alone, a large number of which are small and medium-
sized firms. In 1995, Commerce offices in Michigan will conduct about 4,000 individ-

ual counseling sessions related to exports.

Michigan knows business, Michigan knows exports, and Michigan knows that key

business-related functions of the Commerce Department can't be scrapped.

That's why in Michigan a RepubUcan Governor and a leading Republican county

executive have teamed up with the Commerce Department to establish an innova-

tive export assistance center—one of many taking shape throughout this nation

—

in Oakland County, part of which is in my district. According to County Executive

L. Brooks Patterson, this center "will open up new opportunities for business to

enter the international marketplace."
"New opportunities." That's exactly the purpose of the business-related activities

at today's Commerce Department. We need to build on our success, not dismantle

it, for what is at stake are jobs, not theory.

The vast overreach of H.R. 1756 is reflected in the rather rapid retreat from its

original thrust. Both the House and Senate versions of the bill proposed to eliminate

the Trade Development and International Economic Policy components of Com-
merce, transfer the Import Administration and the U.S. and Foreign Commercial
Service functions to USTR with uncertain funding in some cases and none in others,

and split the Bureau of Export Administration between State and Treasury.

The latest re-write to be a revised proposal of Representative Mica—to combine

USTR and Commerce, not as a new Department, but in a secondary position as a

new agency.
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The idea of combining Commerce and USTR is not a new idea. It surely is appro-
priate to take another look. But we need to be sure that we know what we are
doing, and that we are not doing something driven less by knowledge than by other
factors.

One argument against combining USTR and Commerce is that the administration
of our trade programs could be held hostage to our trade negotiations. Right now
the Commerce Secretary and the USTR can play "good cop, bad cop" with our trad-

ing partners, and it works. True, we will never be able to completely separate an
antidumping determination or a large construction contract from our negotiating ef-

forts to secure intellectual property rights or establish minimal human rights stand-
ards. But we need to be careful not to make our job more difficult.

While I have focused on the trade-related activities of Commerce—in part because
of my direct involvement with these issues over the years—I do want to urge that
we also look before we leap in other areas.

For example, the proposed termination of the Advanced Technology Program and
the Manufacturing Extension Program. I have had some experience with both the
ATP and MEP programs, including the Michigan Manufacturing Technology Center
in Ann Arbor. I favor getting government out of the picture wherever the private
sector can do it alone. What I fear is that the termination of the ATP and MEP
programs is driven by the theory—not necessarily the reality—that the private sec-

tor can always do it aJone, that there is never room for private-public sector partner-
ship. Get government out of the picture is the mantra—period.

Some years ago I want to Republics of the former Soviet Union and concluded
that it is essential for the U.S. to bolster our assistance there, not mainly through
government grants but through the private sector, both profit and non-profit. West-
em European nations were moving quickly in this direction through partnerships
between the public-private sector without a lot of controversy over the need for such
partnerships.

I thought it was in America's national interest to assist the movement of those
nations toward democracy and a free market economy. So I proposed that we experi-

ment with expansion of our commercial attaches into broader-based offices to facili-

tate American entrepreneurs exploring opportunities there, especially those of small
and middle size without large corporate export divisions.

That idea was picked up by the Commerce Department in the Bush Administra-
tion. I put that idea forward not because I believe in the public sector making busi-

ness decisions, because I don't. Not because I believe in corporate welfare—my
record of resisting unwise or unproductive tax breaks for corporations is quite clear.

I did so mainly because it could mean more business, more jobs for Americans,
in the U.S.A.

I understand why in the U.S., in contrast to most other nations, there is far more
debate about the appropriate relationship between the public and private sectors.

It can be a source of strength. But it won t be if the debate is conducted with blind-

folds or ear plugs rather than open eyes and minds.
The trade-related aspects of the Commerce Department are just one of many fac-

ets of U.S. policy in a globalizing economy. They are not even the most important
facet, but surely they are significant enough that we not throw them overboard
without regard to their future impact on the direction of our country.

Mr. OXLEY. Thank you.
The next witness, John Mica from Florida.

STATEMENT OF HON. JOHN L. MICA
Mr. Mica. Thank you, Mr. Chairman, and also distinguished

members of your panel for the opportunity to testify today.
I would like to submit my entire testimony for the record.

Mr. OxLEY. Without objection.

Mr. Mica. Mr. Chairman, let me tell you a little bit, and mem-
bers of the panel, where I come from. I had the opportunity for 7
years, almost 8 years, to represent some large companies and a few
medium companies in their international trade activities.

I don't know a lot about the Department of Commerce and all of
its other functions, but I am pretty familiar about what the Depart-
ment of Commerce does to promote and assist trade, and I am fair-

ly well versed in how it affects medium and small businesses. And
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actually you see at your table here a good example. Mr. Chrysler,
who was involved in it, wouldn't touch assistance from the govern-
ment with a 10-foot pole and Mr. Levin was looking for assistance,

and that is somewhat where we are.

One of the reasons for that is traditionally in the United States
almost all the economic activity was domestic. If you go back and
look at history as far as the expansion of markets, it was in the
domestic markets, but a lot of that has changed, as you know.
Right now we are in a real crisis. For the month of May, our trade
deficit reached a staggering all-time high of $11.4 billion, so we
have relied on domestic market.
Now we are international competitors. A lot of our medium and

small businesses are not really able to deal in that world situation

and world market. In fact, most of the business, the export busi-

ness is done by mostly major companies, just a very small portion
is done by medium and small businesses in this country.
Now, the ideal solution in an ideal world would be to combine all

the 19 agencies, and all of you are aware that there are 19 agencies
of the Federal Government spending billions of dollars to promote
and assist trade, but it is done in a very disorganized, uncoordi-
nated and expensive fashion. Unfortunately, we live in a real

world, and in Congress we also have to live by a world of com-
promise, so we can't do exactly what needs to be done, and I would
like to do a lot more than I have proposed here today.

But with the proposal by the freshmen and other members to

eliminate 1 Agency, I think that it would be a dramatic error to

leave trade and promotion assistance hanging out there, not to do
something with it. In order to compete in the international arena,
we have really got to get our act together, but what I have tried

to do, and again not dealing with all these other agencies, is basi-

cally a fairly modest proposal, and we have got a copy of it up here.

It just says take the trade functions right now to start out with
that are done by the U.S. Trade Representative and under the De-
partment of Commerce and combine them. Keep the Cabinet-level

status, but really keep all of the other functions that are necessary
in a slimmed-down fashion and create an Office of Trade.
Now, I would like to put other activities in here and maybe we

could do it this session or maybe we could do it later on. But I tell

you, it is absolutely critical that we in fact do not throw the baby
out with the bathwater when we are reorganizing the Department
of Commerce. This is one of the most important functions job cre-

ators economic growth areas for this country and I think a very im-
portant responsibility of government.
So we have a plan that accomplishes two important objectives:

First, we preserve the functions of the Department of Commerce
that actually create exports and therefore jobs; second, business
keeps a seat at the Cabinet table; and third, we have a nucleus for

a more comprehensive trade office, which I would like to see us
grow and expand as needed and bring other functions in from the

other agencies where we can realize some real economies, effi-

ciencies, savings and actually be a serious force for and assistance

in the international market, and assisting our medium and small
businesses, which I can tell you are not even part of the equation
today.



31

So those are some of my comments, and if I have an opportunity

in writing I will be happy to respond to your questions because I

am running back to another hearing.

Thank you, Mr. Chairman.
[The prepared statement and attachment of Hon. John L. Mica

follows:]

Prepared Statement of Hon. John L. Mica, a Representative in Congress
From the State of Florida

It is a privilege to testify today before your subcommittees on the issue of the

ehmination of the Commerce Department and the impHcations for our U.S. trade

programs. Let me start by sajdng that for seven years in the private sector I served

as an international business trade consultant. Having represented both large and
small business interests I believe I had a good vantage point and opportunity to

view U.S. trade assistance to American concerns in the U.S. and abroad.

First, let me say that our trade promotion and assistance programs are at best

a disorganized mess.
We have 19 agencies with separate missions each going their own way. In the

process we spend billions of taxpayers dollars often in an uncoordinated and ineffec-

tive manner. We have a hodge podge of trade activities tacked on to various agen-
cies over the years that must be reorganized.

As you may know, in the last decade, the U.S. has lagged behind in exporting in

nearly every category. For the month of May, our trade deficit reached a staggering

all-time record high of $11.4 billion.

Unfortunately we have depended and relied on a domestic market for trade while
our international competitors have existed and survived only by competing in for-

eign markets.
Only a small percent of U.S. firms account for nearly a\\ our foreign exports.

The ideal solution would be to combine most of our 19 agencies that deal with
trade and export promotion, negotiations, finance, and assistance.

At the very least it is critical that as we dismantle and reorganize trade and ex-

port functions in the Department of Commerce, State and other agencies, and that

we establish a coherent basis for an Ofiice of Trade with cabinet-level status.

While I concur with current efforts to dismantle certain agencies, it would be a
dramatic error to leave trade promotion and assistance in its disorganized state.

In order to compete in the international arena, large and small businesses need
every bit of assistance and aid to succeed. The embassies of other nations have be-

come trade and business centers.

The United States has twice the number of economic officers in its embassies
gathering statistics than Foreign Commercial Service officers.

Our AID foreign aid give away programs have 16,000 full-time and contract em-
ployees while our commercial promotion operations abroad pale in numbers.
For example, with trade delegations and in visits I found in Moscow that the For-

eign Commercial Service officers I could count on one hand, while AID had an entire

building filled with hundreds of employees.
Last year in Brataslava, in the capital of the emerging Slovak former eastern bloc

nation, I found an AID office that exists which is larger than our embassy office

with 1 part time U.S. Foreign Commercial Service officer commuting from Vienna.
To make matters worse and justify their existence, AID is now opening U.S. com-

mercial offices with limited cooperation and coordination with our Foreign Commer-
cial Service.

My proposal is a first step toward structuring an Office which will give us a co-

ordinated trade policy. The bill transfers Department of Commerce Trade functions
to the United States Trade Representative's Office.

The United States Trade Representative will head the restructured Office and will

continue to perform the role of the nation's chief negotiator and will additionally be
responsible for trade promotion, policy, and administration. The Administration will

be at cabinet-level and removed from the Executive Office of the President.
The USTR will be supported by a Deputy United States Trade Representative

(with ambassador status) who will be responsible for all trade negotiations, a Dep-
uty USTR to the World Trade Organization, and a Deputy Administrator, who will

serve as the agency's chief operating officer responsible for non-USTR functions, in-

cluding admimstration of trade laws, promotion of exports, and trade policy analy-
sis. The Office will integrate the trade and economic functions of the Commerce De-
partment, the Trade and Development Agency.
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The organizational structure will be flat and designed so that each function will

maintain its own functional autonomy. This will ensure that the negotiation func-
tion can still be performed effectively. The USTR will be the Chair of the Trade Pro-
motion Coordinating Committee, and will be responsible for developing and coordi-
nating U.S. trade policy. In addition, my proposal elevates the current International
Trade Administrator by giving that position in the U.S. Trade office ambassadorial
status.

This plan accomplishes several important objectives: First, we preserve the func-
tions in the Department of Commerce that actually create exports and therefore
jobs. Secondly, business keeps a seat at the cabinet table. Third, we have a nucleus
for a more comprehensive Trade Office which will be able to more effectively coordi-
nate our trade policy.

Ideally, we need one-stop-one-shop trade assistance and service for small, me-
dium, and large business. Ideally they need current information on market opportu-
nities, financing and contacts.

Ideally and minimally a communications link between our trade promotion offices,

financial organizations and domestic trade offices is essential.

While large U.S. corporations are routinely linked around the world—our U.S.
trade offices and agencies fail to know what the left and right hand are doing at
the same time.

U.S. businesses, small and large, should have instantaneous, updated information
on trade, business and service opportunities around the globe.

With our proposed cutbacks and government restructuring, resources formerly
used for AID should be blended into trade promotion and assistance. Fewer U.S.
State Department personnel should be collecting statistics and more should be pro-

moting trade and U.S. exports.

I submitted language to the Foreign Aid authorization bill which proposes a study
for how we can accomplish true consolidation and streamlining which would impact
all of the 19 differing agencies. This language will also be part of the Senate bill.

For now, however, my proposal simply starts with the trade functions of the Com-
merce Department.
Again, it is critical that we provide all Americans with the capability of competing

in the international marketplace with the tools and resources to be successful.

Only then will the U.S. create jobs and opportunities for the future.
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Mr. OXLEY. Thank you.
Our final witness, the gentleman from Colorado, Mr. Skaggs.

STATEMENT OF HON. DAVID E. SKAGGS
Mr. Skaggs. Thank you very much, Mr. Chairman. I appreciate

the patience of yourself and the committee in hearing my testimony
and that of my colleagues this afternoon.
We are about seeking competitive advantage in an evermore

competitive world. Trade constitutes something like 20 percent of

GDP now, and if this Department were called the Department of

Competitive Advantage rather than the Department of Commerce,
we might not be engaged in the debate this afternoon, because that
is what this is about.
This debate comes at a time when American industries are facing

more of a challenge around the world than ever before, it is coming
at a time when happily we are winning some of the battles for re-

gaining our competitive edge internationally, and it also comes at

a time when every other major industrialized nation around the
world is doing this and more in terms of their relative use of na-
tional government resources in aid of their competitive advantage.
To unilaterally disarm by eliminating the Department, which

brings some focus to this enormous challenge that the country
faces, seems to me to be foolish, unless we are driven purely ideo-

logically, rather than as I think is our responsibility, pragmatically
and practically. We are talking about efforts that, for instance,
have helped win something like $50 billion in additional sales over-

seas over the last several years. That translates to something like

a third of a million American jobs.

We are talking about the competitive advantage efforts in the
National Institute of Standards and Technology, particularly their

efforts to provide the necessary increment to go along with private
capital in bringing cutting-edge technologies to commercialization.
We are talking about also under NIST, their manufacturing exten-
sion partnerships which are of aid to hundreds of thousands of

small firms which simply do not have the internal capability of de-

veloping the kind of incremental improvements in manufacturing
technology that the MEP program presents to them, again benefit-

ting some 12 million American workers.
I have received correspondence, testimonials, if you will, from

small businesses, large businesses in my part of Colorado, cham-
pioning in particular the International Trade Administration's ef-

forts in evening the playing field for U.S. firms trying to sell

abroad. Let's not kill off an instrumentality which has really

helped American businesses so well.

Just a word also about the National Oceanic and Atmospheric
Administration which is primarily a science Agency, but I would
submit also is a part of the overall Cabinet mission of Commerce
in seeking to increase our competitive advantage. In the work that
NOAA does, in fisheries and coastal management, even in giving
us technologies that have been privatized to great commercial ad-
vantage, things like Doppler radar, more accurate weather pre-

dictions systems, even NOAA, in addition to doing the good science
that is important for health and safety, is also adding to the Na-
tion's competitive position.
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I think all of us want to see a streamlined and more efficient

government. The Department of Commerce is already in the middle
of an effort to downsize by some 20 percent and to eliminate unnec-
essary bureaucracy. But as I examine anyway the proposed bureau-
cratic transfers and eliminations being proposed by Mr. Chrysler,

I really question their wisdom and rationale and cost-effectiveness.

What is the compelling reason, for instance, that the Census Bu-
reau is going to be a happier camper in the Treasury Department
along with the MET and ATF, than it is presently located in the

Commerce Department?
Does it really make sense to put missions of supporting and en-

couraging business and industry under the same roof as the very

different missions of regulating the same activities, as would be the

case with moving NTIA into the FCC?
All of these shifts also will involve real costs. The costs, first of

all, of the bureaucratic shuffle, and I think in many, if not most
cases, the costs inherent in undercutting well established, effective,

efficient working relationships within the Department of Com-
merce.

I think the end result is much more likely to be a rearrangement
of the squares on the organizational chart than the achievement of

real efficiency. Again, that ought to outweigh our considerations

unless the objective is simply to put a trophy on the wall and con-

gratulate ourselves for I think the empty gesture of eliminating a
Department.
Thank you very much.
Mr. OXLEY. Thank you, and thanks to all of our panel.

Let the Chair recognize himself for 5 minutes for some questions.

Dick, I know that your staff has been working with my staff and
John Mica's staff to sort through some of the different trade pro-

posals. What are your thoughts on the consolidation of the various
trade programs into one agency?
As you know, we have talked about consolidating trade programs

into a U.S. Trade Office or something like that, and particularly in

relation to the existing USTR, how would you suggest those pieces

fit?

Mr. Chrysler. Well, as John mentioned, there are 19 different

departments that deal with trade in the Federal Government. We
would like to set up a foundation that would bring these 19 dif-

ferent departments under the Office of Trade with essentially three
arms to the Office; one a negotiating arm, one an export arm, and
one an import arm, so we can better deal with the trade issues.

Mr. OxLEY. So the negotiating arm would essentially be what the
USTR does now?
Mr. Chrysler. Exactly.
Mr. OxLEY. The promotional aspect of it would be what?
Mr. Chrysler. The export and then the licensing of the import.

Mr. OxLEY. Okay. Let me ask Dave Skaggs, how did you get in-

terested in this particular issue, your committee assignment or is-

sues back home? Why particularly this issue?

Mr. Skaggs. Oh, I think any number of reasons that come to-

gether. I happen to represent a district in which Commerce Depart-
ment laboratories have a major presence, so that would be some-
thing that demands my attention initially. But really the Denver
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metropolitan area, all of Colorado has been seeing a great expan-
sion of its international trade and business activities, and so there
is I think a healthy respect for the environment that we are work-
ing in internationally and a very grateful appreciation for the as-

sistance that many of the companies in the area I represent have
gotten in trade promotion.
My work on Intelligence and previously on the Science Commit-

tee have also made me understand a bit about export administra-
tion. I am skeptical of relocating that to State. I think having an
independent department that is in a position to balance commercial
interests along with political/diplomatic on the one hand, and secu-

rity interests coming out of the Defense Department on the other,

is an appropriate bureaucratic home for that function, a variety of

other factors.

Mr. OXLEY. Thank you.
Let me ask one other question to Dick Chrysler regarding export

controls, which it seems to me are one of the most contentious
parts of this whole proposal. As I understand it, your proposal
would transfer these responsibilities to State and the Senate bill

would transfer it to Defense, and John Mica's plan would transfer

them to the U.S. Trade Office.

Could you give us some pros and cons if we were to undertake
that delicate task of what that might entail?

Mr. Chrysler. Sure. Very good question, Mike.
In John Mica's proposal to put it in an office of trade, would obvi-

ously favor the business community; the Senate proposal to put it

in the Defense Department would favor the defense industry. I

came up with the proposal of the Treasury Department to put it

in a kind of neutral agency.
Now, I am certainly open for suggestions on all of these things

to where they ought to ultimately end up. The Department of Com-
merce has about 100 different programs, 71 of them duplicated
someplace else in the Federal Government, and all but 3 of them
either duplicated by the Federal Government and/or by the private

sector.

You can just about put 97 of them anyplace else in the govern-
ment and consolidate them. One of the things we did is that we
asked ourselves when we started this program, is this program nec-

essary and is it worth borrowing the money for only to have our
children pay it back.
And second, if it is necessary, does the Federal Government need

to be involved or is this something that was better left to either the

community or the States or individuals. If the Federal Government
does need to be involved, are we currently doing the best job for

the American people in the most cost-effective manner. So looking

at those kinds of answers, we tried to find a middle ground, and
that is why we put these programs where we did.

Mr. OxLEY. The Chair's time has expired. The gentleman from
Michigan, the ranking member of the full committee, Mr. Dingell.

Mr. Dingell. Thank you, Mr. Chairman.
Mr. Chrysler, your bill would eliminate, transfer and reduce

trade and export functions of the Department of Commerce. It

transfers the bulk of licensing functions to the State Department.
In its June 22 report to Representative Manzullo, GAO cautions,
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"that administering the export Hcensing of dual-use commercial
products has always involved a balancing of national security, for-

eign policy and commercial interests. Therefore, consideration
should be given whether placing licensing authority for such prod-
ucts in the State Department would alter the necessary balancing
of interests." The GAO report goes on to describe how U.S. industry
complained loudly in the late 1970's when the State Department
accorded commercial trade law a very low priority.

The National Association of Manufacturers has written, "That it

cannot support any plan that turns the control of licensing of com-
mercial product over to Departments such as State, Customs or De-
fense. These functions must remain all together within a depart-
ment that is primarily responsible for trade, export policies and the
competitiveness of American firms."

Wliy do you think that the State Department, then, is the right

place for transferring the Department of Commerce's responsibil-

ities for export licensing?

Mr. Chrysler. Thank you, Mr. Dingell.

I am really glad you asked me that question because I misspoke
when I answered the chairman's question when I said, I decided on
the Department of Treasury. It was Department of State that I

meant to say. I just wanted to clarify that.

Mr. Dingell. Let's reject, then, the Department of Treasury, as-

suming that you concede it is not the right place for it. Where then
would we place these functions?
Mr. Chrysler. The Department of State is what I recommended.
Mr. Dingell. Well, let's say the State Department has been re-

jected and you concur in that. Do you?
Mr. Chrysler. I picked that because it was the middle ground

between defense and the Office of Trade.
Mr. Dingell. Well, that National Association of Manufacturers

does not so state. As a matter of fact, they say that it is not. The
GAO makes the same statement.
Do you agree that the State Department should be the place

where this should be put? If so, you disagree with both the GAO
and the National Association of Manufacturers.
Mr. Chrysler. Well, as I indicated when I answered that same

question from the chairman, I would certainly be open for sugges-
tions.

Do you have them?
Mr. Dingell. Then where would you put it?

Mr. Chrysler. Do you have a suggestion as to where you think
it ought to be?
Mr. Dingell. Where do you think it ought to be? I think it ought

to be right where it is.

Where would you put it?

Mr. Chrysler. I already recommended the Department of State.
There are two other proposals. One puts it in the Office of Trade
and one puts it in Defense. So I am open for suggestions.
Mr. Dingell. That puts them at variance with both the National

Association of Manufacturers and GAO.
Let's go then to the export licensing functions. You suggested

that those should be transferred from the Department of Commerce
to the Department of State. Your bill also transfers activities of the
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Commerce Department to the Treasury Department, again Cus-
toms.
Last month's GAO report states that: "The U.S. industry in the

late 1970's complained that the Treasury Department, which at
that time administered U.S. antidumping and countervailing duty
laws, was not fulfilling those responsibilities." That is an exact
quote.
The National Association of Manufacturers has written a state-

ment for today's hearing that says that while further reform of ex-
port functions may be desirable, "eliminating the central role that
Commerce currently plays in the system would be a step backward.
It would give us a system more regressive than the one which we
had in place at the height of the Cold War."
What are we going to do about that? You have a considerable dif-

ference again with the GAO and with the National Association of
Manufacturers. Do you agree with them or disagree with them on
this point or did you consider it?

Mr. Chrysler. Yes, we did.

Mr. DiNGELL. What was your conclusion?
Mr. Chrysler. We recommended what we did, and the Senate

has their recommendation on that. Mr. Mica has his recommenda-
tions. I think that is

Mr. DiNGELL. So you differ with the National Association of Man-
ufacturers on this point, do you? You think their view should be re-

jected?
Mr. Chrysler. I think the National Association of Manufactur-

ers has come forward and has said that they support the disman-
tling of the Department of Commerce, as long as there is an effort

to preserve the trade functions.

Mr. DiNGELL. The National Association of Manufacturers state-

ment is quite clear. They say it should not be put there and they
have given a reason why, based on their experience.
Did you consider this matter?
Mr. Chrysler. At the risk of repeating myself, yes.

Mr. DiNGELL. You did? And you rejected the views of the Na-
tional Association of Manufacturers on this matter?
Mr. Chrysler. The National Association of Manufacturers are

anxious to see the Department of Commerce dismantled as long as
there are trade functions left in place.

Mr. DiNGELL. I am addressing their specific recommendations on
this particular trade function on which they do not disagree. Or
rather on which they do not agree with you.
Now, your bill abolishes ITA's domestic commercial services of-

fices that provide information and assistance to small business. I

have many letters from small businessmen in Michigan who have
used the ITA offices, not only there but in Grand Rapids, who have
good things to say about these services. The GAO has reviewed the
matter, and it says, "Placing the import administration function in

USTR would create a considerable administrative burden on USTR,
and thus, harm the efficiency with which that function is imple-
mented."
Mr. Chrysler, do you agree or disagree with both the small busi-

nessmen of Michigan that the Domestic Commercial Service offices

should be expanded instead of being abolished and do you agree
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with GAO's assessment that putting the remaining import adminis-
tration functions in USTR would create big problems?
Mr. OXLEY. Will the gentleman respond to the final question.

Mr. Chrysler. Yes. With regard to the USTR, we have said we
would make that part of the Office of Trade. The proposal that I

am supporting is Mr. Mica's Office of Trade, including the USTR.
It would not be appropriate, as you suggest, to put it all in the of-

fice of the USTR as we know the USTR today. We need to change
our thinking on this and come up with new ideas so we can consoli-

date the trade issues to do a better job promoting and building
trade and creating jobs for Americans.
Mr. OXLEY. The gentleman's time has expired.

Mr. DiNGELL. Thank you, Mr. Chairman.
Mr. OxLEY. The gentleman from Virginia, the chairman of the

full committee, Mr. Bliley.

Chairman Bliley. Thank you, Mr. Chairman.
Dick, I wanted to say first that I commend you for your efforts

in bringing together the proposal to eliminate the Department of

Commerce. You have now given our committee the opportunity to

look at the entire Department and ask quite honestly if this is the
best bang that we can get for the taxpayers money or if we can't

do better somehow. Have you seen any ground-swell from the busi-

ness community in opposition to eliminating the Department that
is supposedly representing their interests or has most of your dis-

trict been in support of your legislation?

Mr. Chrysler. No, I have not had my phones ringing off the
hook from people asking to maintain the Department of Commerce.
In fact, the Business Week Magazine poll of business executives
showed by better than a 2-to-l margin that they favored disman-
tling the Department of Commerce.
Chairman Bliley. I thank you.
Mr. Chairman, I see the red light on. I know I speak slowly, but

I didn't think I used up my time already.
Mr. OxLEY. I didn't even give you a chance. I didn't even trigger

the green light.

Chairman Bliley. Well, you don't have to. I yield back the bal-

ance of my time.

Mr. OxLEY. The gentleman yields back.
The gentlelady from Oregon.
Ms. FURSE. Thank you, Mr. Chairman.
Of all the Cabinet departments, the Department of Commerce

probably has the biggest impact on my district. In fact, my district

looks like it was designed for it. It is a fast-growing technology cor-

ridor whose economic well-being depends on trade.

They cannot trade unless they have reliable information, patent
and intellectual property enforcement and advanced telecommuni-
cations. Now, while I have heard from very large companies in my
district—Intel, Boeing, Textronix—in their support of the Depart-
ment of Commerce, I have also heard from many small businesses.
About 130 companies in Oregon have entered new international

markets as a direct result of the assistance provided by the Port-
land office of the U.S. and foreign commercial services. I have also
heard from major exporters in my district, and they say that the
export control matters must stay with trade, and one company in
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my district, Textronix, a very successful company, explained it this
way to me: Export control is a three-legged stool. One leg is na-
tional security, one is foreign policy, and one is the economic and
business community, and if you remove any one of the three legs,

you are at a competitive disadvantage because the rest of the world
structures its trade functions that way.
Now, it seems to me that as proposed in the Chrysler bill, the

Bureau of Export Administration's transfer to the State Depart-
ment would pull out one of those legs.

Finally, a very important issue for me is the marine function of
the Department. It has a huge impact on a district like mine. My
district is bordered by the Columbia River and to the West by the
Pacific Ocean. The marine functions of the Department of Com-
merce are vital to my district.

I would like to touch on just a few of them for a moment. This
bill basically drops a bomb on programs critical not only to my dis-

trict but to the entire Northwest, outright killing many programs,
severely crippling others through massive budget cuts, and scatter-

ing the rest hither and yon through the executive branch.
A classic example of the ill-advised consequences of this bill is its

treatment of NOAA. The fishing industry is a major economic force

in this country. In my region alone it was a $1 billion industry up
until 1988. This industry is dependent upon sustainable scientific-

based management, which NOAA provides through NMFS.
The Chrysler bill outright eliminates all the fishery manage-

ment. That is extremely shortsighted, in my view. It also makes a
specific assault on the Northwest salmon industry. It eliminates
funding for the Columbia River fish hatcheries as provided by the
1938 Mitchell Act.

The 25 Mitchell Act hatcheries produce nearly 70 percent of the
salmon released in the Columbia River. Similarly, the bill will

eliminate State assistance for implementation of the Pacific Salmon
Treaty that governs the shared salmon runs between the United
States and Canada. Without adequate funding to develop the har-
vest levels, hundreds of millions of dollars that we in the North-
west have poured into the recovery of the Columbia River stocks
will go for naught. Basically, this bill seems to be drafted with a
naive understanding of the incredible economic importance of the
commercial and sports fishery industry and the thousands of jobs
they support.
Now, Mr. Chairman, all of us are elected to represent our dis-

tricts. I am trying to represent mine. I am sure Mr. Chrysler is try-

ing to represent his. But the problem is when you get elected to

this Congress you have to see how policy affects not only your dis-

trict but the whole country. I remember at the opening of this Con-
gress our new Speaker said that we should visit each other's dis-

tricts. So I would invite the author of this bill to come to the First

District of Oregon, see how the various functions of the Depart-
ment of Commerce are interrelated.

I would urge my colleagues to make sure that in their zeal to

prove that they are downsizing government, they don't do so
thoughtlessly. I would urge my downsizing friends to join me in

looking at one Agency that has so far escaped cuts of any kind and
any scrutiny as to its wasteful practices, namely the Department
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of Defense, but I will save those arguments for another day and an-

other committee.
With that, Mr. Chairman, I yield back the balance of my time.

Mr. OXLEY. Well, welcome back, Mr. Mica.
Mr. Mica. I am surprised to be back, but if you have any ques-

tions, I am ready.

Mr. OxLEY. Okay, just softballs. The gentleman, Mr. White.
Mr. White. Well, thank you, Mr. Chairman. I appreciate it very

much, and I do have a couple of questions for Mr. Chrysler.

But first of all, I would like to point out, Mr. Chrysler, you know,
I, too, come from a district that is very involved with trade. In fact,

my district, also on the West Coast, just like the gentlewoman from
Oregon's, overlooks both sides of the shipping lanes of Puget
Sound. In fact, I think we are one of the heaviest trading districts

in the country.

I can tell you that from the perspective of my district, at least,

at least from people I am hearing from, there is quite a bit of sym-
pathy for what you are trying to accomplish. In fact, there was a
big article in the Seattle Times just recently. Secretary Brown
came to visit Seattle and made a speech and made some comments
about how he thought we should keep the Commerce Department,
and yet most of the business community in the Seattle area dis-

agreed because their view was that it is far better for the country
as a whole for us to get the budget in balance than for us to use
some of those funds to support trade that really can be accom-
plished, I think, a lot of our businesses think better by themselves
than by the government and its helping hand.
So I would encourage you if you do come out and visit Ms.

Furse's district, please come up and visit our district, too, because
I think you will get a very different perspective on what really

drives trade in these various districts.

Let me ask you, just following up on a question that Chairman
Bliley asked, he asked what you were hearing from people and
businesses in your district in terms of getting rid of the Commerce
Department. Are you hearing from other businesses nationwide as

to what they think we ought to do with the Commerce Department
or what is the general feeling there?

Mr. Chrysler. We have had a number of letters from different

business associations supporting this dismantling of the Depart-
ment of Commerce. You know, I guess I have always looked at my
district and said if this is good for my district, it also has got to

be good for my State and most importantly, for America. To defend
the status quo and say that is what we want to keep and not look

at new creative ways of spending the taxpayers' money wisely is

wrong.
But for the most part, major corporations and certainly major

business organizations have sent letters which are included in the
packet supporting this elimination and also again the Business
Week survey by almost—I don't know if you were here, Rick, when
I said that—but Business Week survey of June 5 supported dis-

mantling the Department of Commerce by over a 2-to-l majority.
That was from business executives all across the country.
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Mr. White. As I understand it, your bill would retain certain
trade functions; wouldn't it? It wouldn't just get rid of them alto-

gether?
Mr. Chrysler. Absolutely. We would have a better and stronger

trade operation than we have ever had in this government.
Mr. White. How did you go about deciding which functions to

keep and which functions to get rid of, what was your guiding prin-

ciple?

Mr. Chrysler. There were 19 different departments of trade in

the Federal Government. John Mica might even want to speak to

this because he has authored a bill to create an Office of Trade. We
felt it was important to keep the negotiating arm and an arm that
would deal with exports and imports and consolidate some of these
19 into those 3 areas.

Mr. White. So as I understand it, are you saying that by consoli-

dating some of these agencies and bringing all 19 under one roof,

we might actually be able to do a better job promoting trade than
we are doing right now?
Mr. Chrysler. If we could get to that we could do an absolute

better job than we have ever done and compete with any country,
anyplace in the world.
Mr. Levin. Mr. White, could I comment just very briefly?

Mr. White. By all means, please do.

Mr. Levin. Look, Mr. Chrysler's bill would eliminate all the do-

mestic offices of Commerce. All of them. Now, when you say it will

be bigger and better, I think you better ask yourself
Mr. White. I didn't say bigger. I hope it won't be bigger. I hope

it will be better.

Mr. Levin. Well, all right, smaller and better. I think you need
to ask yourself what is the consequence of eliminating all the do-

mestic offices of Commerce. In our State, John Engler, who is not
known for his strong pro-government proclivities, and the executive
of the county that I come from, who also is a Republican—I wish
and hope this isn't really a partisan issue—are using the resources
that have been provided by the Federal Government in a partner-
ship with the Federal Government aimed mainly at small- and
middle-sized businesses.
Mr. Chrysler's bill takes dead aim and eliminates that program.

And it is a little hard to say how it is going to be better when you
cut that gut out of the Commerce Department program.
Mr. White. I see my time has expired, so I won't have any more

questions.

If I could just say one thing, I have got to tell you I am not a
big believer in a government and private sector partnership, be-

cause the government is always the senior partner in that partner-
ship, and so I actually think that Mr. Chrysler's bill is designed
and I hope it will serve a good purpose by letting people do on their

own what they can probably do a heck of a lot better than the gov-

ernment can, and making sure the things that the government
needs to do would get consolidated and do those as well as possible.

I yield back my time, although I guess I don't have any.
Mr. OXLEY. The gentleman's time has expired.
The gentleman from Massachusetts, Mr. Studds.
Mr. Studds. Thank you, Mr. Chairman.
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Mr. Chairman, I want to pick up a little bit on some of the things
that the gentlewoman from Oregon was talking about. In my years
in this place, I have foisted upon myself a rule that I would not
speak on the Floor or even in committee unless I could make a fair-

ly credible case that I had some idea what I was talking about.
That has resulted in me talking much less than most members.

It is a rule that I would encourage all members to follow because
I think it would expedite our proceedings considerably.

I want to talk about the one-half of the Commerce Department
budget that receives two sentences in Mr, Chrysler's testimony.
You say over half the Department's budget is consumed by

NOAA. Then you say the functions of this Agency would find a
much better home at the Department of Interior or the Fish and
Wildlife Service. Just as an aside, the Fish and Wildlife Service is

in the Department of Interior, so when you get around to abolish-

ing that, you might give that some consideration.
I want to say this because I do know something about these pro-

grams, the fisheries and oceans programs here, and with all due
respect to Mr. Chrysler, whom I have never met before, I submit
that this is a genuinely mindless proposition. This is half of the
Agency, roughly, and the fisheries program is within it.

I am not here to defend the proposition that it is logical to have
our Nation's fisheries programs in the Department of Commerce.
Over the years I have threatened to put it elsewhere myself. Agri-
culture, Interior, who cares, as long as they work. However, they
could never work wherever the heck they would go now because we
couldn't find them ever again.
You abolish some altogether, you transfer them, some of the rest

to the four winds all over the rest of the government, and then you
defund by 25 percent what is left. Talk about unilateral disar-

mament in an area where desperately we need help.

Just to walk you through it a little bit, as I understand the bill,

we would terminate, not transfer, but terminate NOAA marine pol-

lution monitoring, terminate estuarine and coastal assessments,
terminate the NOAA corps, terminate the NOAA fleet, terminate
all aquatic activities of the Office of Oceanic and Atmospheric Re-
search, terminate the National Sea Grant College program. I don't
know if you are going to get around to proposing terminating the
National Land Grant College program, that might be a real popu-
lar one, but this is the nautical equivalent and analog of the Land
Grant College program. You would terminate all grants under fish-

eries. That sounds wonderful in the abstract, but what that means
is the 8 regional fishery management councils which manage our
fisheries programs all over this country have no funding whatso-
ever anymore.
The three interstate fisheries commissions which are critical,

gone; the funding, that is. The interjurisdictional fisheries con-
servation plans, unfunded; the anadromous fisheries conservation
effort, gone; Sea Grant I mentioned; the marine mammal protection
responsibilities, unfunded.
We have treaty commitments which, Ms. Furse, these are the

law of the land, we don't have the option even if we wanted to not
to carry them out, CITES, the Convention of International Trade
and Endangered Species. There is an obligation on the part of the
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Commerce Department to contribute to that one. The Treaty of the
Antarctic Marine Living Resources, the Pacific Salmon Treaty and
others, these are the law of the land. They are lawful obligations

of the United States, and we can't simply decide to abolish them
or neglect them or unfund them.
You transfer fisheries enforcement to the Coast Guard, you

transfer fisheries research to the Department of Interior, and what
happens to fisheries management? It is gone, there is not even a
mention of it. That is why we have research. That is what we en-

force. It disappears altogether. This is staggering. This is truly

breathtaking.
Now, this may be a small part of the government, but it is a

large part of this Department, roughly one-half or less than half for

the fisheries stuff. But my goodness, we really have an obligation

to the people we represent to think a little more carefully about
what it is we propose to do here.

Someone who came and said, look, let's take all the fisheries pro-

grams and put them in the Agricultural Department, I think you
could make a rational case or the Interior Department, but to scat-

ter them to the winds, to defund them, to unfund them, to termi-
nate them wholesale—I realize, Mr. Chairman, this is not the juris-

diction of this committee, it is the jurisdiction of the committee I

once loved very much, but that is another story—but I do know
something about this, and believe me, I will have something to say
about this if we take this proposition seriously.

I find it difficult, frankly, to believe that we would. I am not an
expert on the rest of what the Department of Commerce does,

which is most of what I think you are addressing and the others,

though I tend to agree with Mr. Skaggs and Ms. Furse in that re-

gard as well. But on this area, with regard to the National Marine
Fisheries Service, with regard to the coastal and ocean programs
of the Department, these are vital and they need more, they don't

need less.

We have multibillion dollar industries in this country suffering

in danger of extinction in New England, and in real trouble in

Alaska and otherwise. I don't know if you have had an opportunity
to discuss this with your colleague from Alaska, but you might get

some fairly colorful response from him with regard to what
defunding the Pacific Fisheries Management Council for example
in the North Pacific and other things.

These are very important programs. They are fairly modest pro-

grams, but they are life and death to an awful lot of people and
an awful lot of interests in this country. And the resources they
oversee, the living marine resources of the country are essentially

public resources, and if we don't manage them wisely and well, we
will have to answer to higher authorities than any that reign in

this House.
Thank you, Mr. Chairman.
Mr. OXLEY. The gentleman's time has expired.

Does anyone on the panel wish to respond?
Mr. Chrysler. I believe that he has absolutely made my point.

What do these programs have to do with Commerce, number one;

should they really be in the Department of Commerce? That is why
we ought to dismantle the Department of Commerce. Many of the
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programs he spoke of are duplicated someplace else in the Federal

Government.
Mr. Levin. Could I just say briefly that dismantling is not the

same as destruction. I think that is your point, Mr. Studds. Some-
one used the word "mindless" here. I think mindful reform is essen-

tial, but mindless change is not something that should be embraced
whether it is in fisheries or whether it is destroying the domestic

offices of Commerce. We need a response to that at some point,

what happens to them. They disappear along with the fisheries.

Mr. Chrysler. Could I respond?
Mr. Levin. Yes.
Mr. Chrysler. Just to illustrate how unnecessary these field of-

fices are, we could consider the Salt Lake City field office of the De-
partment of Commerce. I understand that 90 percent of the ques-

tions received in that office regarding international trade are rou-

tine and repeat questions, and I am sure that is the case for most
of these offices.

Mr. Levin. Well, Mr. Chrysler, and I will finish—go not to Utah
but to Michigan.

Mr. Chrysler. I have been there.

Mr. Levin. All right.

Talk to the offices in Michigan. Those offices provide 2,500 busi-

nesses with information annually, and I don't think you will find

that they are useless.

Mr. OxLEY. The gentleman's time has expired.

The gentleman from Idaho.

Mr. Crapo. Thank you, Mr. Chairman.
I, too, would like to begin by commending you, Mr. Chrysler, for

bringing forth this opportunity to critically review the functions of

the Department of Commerce. I was in a luncheon today where we
were discussing the fact that we have a climate now in the Con-
gress where nothing goes unquestioned and where we are evaluat-

ing each function of government to see whether it is a proper func-

tion.

I think that we can generally agree that our experiment with big

government has failed, and we are now trying to find the essential

functions of government that we must operate. And I noted with
interest in your testimony that leaders of small and large compa-
nies, in your opinion, would be better served if our Federal efforts

were focused on cutting taxes and enacting true regulatory reform
and achieving a balanced budget. And it was also interesting to me
to see that the Business Week poll mirrored exactly these same re-

sults.

What I would like to do, though, is talk to you for a minute about
the trade issue because it appears to me that if there is one area
here other than some of the details which I think are going to have
to be worked through on some of the issues that have been raised

here today, if there is one major issue that jumps out where there

is a question that is raised, it is how we deal with the trade issue.

I noticed in the testimony of the National Association of Manu-
facturers that they indicate that if we do not have an Office of

Trade or something of that nature, and they indicate with a Cabi-
net-level status, that we may not be doing the kind of service that
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we should be doing in terms of the United States performing its

proper role.

Mr. Mica, I am going to ask you for your comments as well. The
real question I have is do you feel that it is proper and accurate
to say that we need to recognize the importance of the Federal role

in our global trade relations and trade issues and does that role re-

quire a Cabinet-level status office?

Mr. Chrysler. We feel there are two boxes on the organizational
chart right now, the USTR and the Department of Commerce, both
sit at the President's table, and we feel it is important enough for

the Office of Trade to have representation at that table.

Mr. Crapo. Thank you.
Mr. Mica?
Mr. Mica. First, Mr. Chairman, I just want to respond to the

gentleman from Massachusetts for a second.
Mr. Crapo. Do it quickly so it is not all on my time.

Mr. Mica. Well, about getting into areas which we know nothing
about. I have to confess that this job does cause you to stray from
time to time, but I do want to answer your question, and I think
I do have some knowledge of how this, the current Commerce trade
functions do operate. We, in fact, do have Cabinet-level status re-

tained here.

We think it is very important to have that, but we do have a con-

solidation. If, in fact, we eliminate the Department of Commerce or

we do away with that function and send the functions in other
areas as has been proposed by Mr. Chrysler, we maintain that po-

sition as a Cabinet-level status.

Mr. Crapo. All right, thank you.
Mr. Chrysler, as I was reviewing the details of the bill, I realized

that my categories may not match your categories, but I was going
through to see just how much we were actually eliminating from
government and how much we were transferring to some other de-

partment or some other agency, how much we were privatizing,

and I noticed there were even some provisions in which assets of

the government will be sold out. And in the categories I was look-

ing at, we eliminated about 13 functions, we sold assets in a couple
functions, we have transferred about 13 functions, and we have
privatized about 5 functions.

What I am getting at here, and I would like your overall input
here, is one thing that I think we must recognize is that in elimi-

nating any department or Cabinet-level office, there are going to be
some things that have to be retained. For example, in this case, the

Bureau of Census is constitutionally required, as is the Trademark
and Patent Office. There are other functions, some of which have
been identified by members of the committees, that are critical

Federal functions and would be truly justified in a close analysis.

When all is said and done, how much of an actual elimination

of government do you think we will see if your bill were enacted
as opposed to simply a transfer of functions?
Mr. Chrysler. You know, it is from personal experience, by the

way, Mike, that I speak to this issue, and real world experience,

as my colleague from Michigan talks about. Ninety-seven of the de-

partments are, in fact, duplicated someplace else, so that means
there are only 3 unique. And you are exactly right, Census and
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Trademarks are 2 of those. And what we would actually see as a
reduction is about 40 percent of the Department of Commerce,
about 10,000 employees out of 36,000 that are currently there.

Mr. Crapo. Thank you.
Mr. OxLEY. The gentleman from Massachusetts, Mr. Markey.
Mr. Markey. Thank you, Mr. Chairman.
Just for the record, with all due respect to Mr. Chrysler, while

he may never have used the Department of Commerce, we have a
letter here dated July 24 from Aetna, Bethlehem Steel, General
Electric, McDonnell Douglas, Proctor & Gamble, Raj^heon, Occi-

dental all going down the list, about the invaluable service which
the Department of Commerce has played in their trade relations

with other countries. And so I imagine if you polled all of the busi-

ness executives in Business Week, the two-thirds that don't have
overseas business have been able to get along without it, fme, they
can eliminate it. But for the one-third that are looking overseas,

the one-third that are exploring these global marketplaces, those

are the ones who of course respond positively, they need help.

Every other government in the world is helping their companies,
as you well know, if you have done that work overseas. They don't

go in unarmed. The French Government is helping the French, the
Germans are helping the German, the Japanese are helping the

Japanese companies, and our companies you think coula go un-
armed without their government behind them? Junior partner? No,
partners. Because they have a partner, each one of these Japanese,
German, French and other industries going into Africa, Asia or any
other part of the globe, as you know.
So I just want to put this in the record that there are many,

many very important large well-recognized companies that want to

see this function retained.

Mr. OXLEY. Without objection.

[The letter referred to follows:]

July 24, 1995.

Hon. Edward J. Markey
House of Representatives, 2133 Rayburn House Office Building
Washington, DC
Dear Congressman Markey: As the Commerce Committee considers the future

of the Department of Commerce and its many functions, we would again like to un-
derscore the critical role the department plays in advancing the interests of Amer-
ican business. There is certainly room for improvement and streamlining, but we
are convinced that certain essential functions and responsibilities must be retained.

We believe the Executive Branch must retain a department-level advocate for

trade. There is no doubt that expanding trade is key to our nation's economic
growth. Just as Congress has long recognized the critical importance of your com-
mittee to its deliberations, so too must the Executive branch have a source of exper-

tise on the issues facing our nation's industrial exporters. Virtually every other sec-

tor of our economy—agriculture, transportation, banking, and mining, to name a
few—has representation in the President's cabinet. It would be a grave mistake not
to give the same priority to our nation's industrial sector.

Similarly, a department representative is essential if we are to have an effective

advocate with foreign governments. Much of our trade activity involves convincing
foreign officials to have their governments favor the buying of American products
over those of our competitors. Abolishing such representation would leave us with-
out the senior-level advocacy that we know is so critical. We cannot expect foreign

governments to take U.S. exports seriously if our own government is saying that me
promotion of American exports and direct investments are not a priority.

Having won the cold war, the United States must now lose its position as the
world's dominant economic and political power. We cannot do that, however, if we
blind ourselves to the needs of the industrial sector of our economy. For the United
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States to take such an action would only confirm what Will Rogers said, "America
has never lost a war or won a peace."

We urge you to keep these points in mind as Congress reforms the functions of

government. We would be pleased to share with you more details of our experiences

and would be glad to offer whatever assistance we can to your deliberations.

Sincerely,

ABB, Inc.; Allied Signal Inc.; Armstrong World Industries; Coming; Florida Fu-
tures of America; Hewlett Packard; Litton; McDermott; Occidental Petroleum;
Raytheon; Stone & Webster; Texaco; TRW, Inc.; Westinghouse; Aetna; ARCO; Beth-

lehem Steel; Dresser Industries; General Electric; Hughes; Loral; McDonnel Doug-
las; Procter & Gamble; Rockwell; Tenneco, Inc.; Textron; United Technologies.

Mr. Markey. I thank the gentleman very much.
As well, I might note, the various agencies, the various subdivi-

sions here that you are talking about, NOAA is 50 percent of the

budget. Well, we would have to do a detailed critique of each one
of these programs, but I would think that it would make a lot more
sense for us to go through it program by program than just to say,

well, 50 percent of the Department of Commerce can just move
over here and it is going to be absorbed by the Department of Inte-

rior.

You might have the minnow, you know, having a whale show up.

The capacity of the Department of Interior to monitor this level of

function is something that I would like to have explored quite in

detail. I think you have got it backwards in terms of who might be
better suited in many of these issues.

By the way, fishing is a commerce, it is an international busi-

ness. For anyone that wonders why fishing would be in Commerce,
it is a major function of commerce in our country. The Census Bu-
reau, what is that, maybe 10 percent of the budget?
Mr. Chrysler. $400 million.

Mr. Markey. Where would that go? Patent and Trademark, I

agree with you, we should go through the corporate welfare item
by item and tease that up, but we can do that quite simply. And
on the trade function, you know, you are moving the Export Ad-
ministration over to State. Well, as you know. State does not right

now have any expertise with dual-use items, and dual use, the

computers, the telecommunications equipment, the other items
that could be used for military purposes, for nuclear weapons con-

struction is not really part of the expertise of the State Department
right now. That is a risk, that is a big risk, and it is one that we
have thought over the years that is better to have these functions

separated so you have a good discussion within the government.
Because clearly, the short-term foreign policy objectives of any par-

ticular State Department might be outweighed by the longer-term

nonproliferation goals or even commerce goals that we might have,

and having different functions advocated by different agencies is in

fact healthy from my perspective.

If you are so concerned, if you can tell me, why don't you go to

the Nuclear Regulatory Commission and the Department of Energy
and get their nuclear power plant and other nuclear-related tech-

nologies and take that away from the Nuclear Regulatory Commis-
sion if you are going to take the dual-use licensing away from the

Department of Commerce? Could you tell me what your thinking

was in not going after the nuclear power plant and other nuclear-

material-related issues that are in other agencies?
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Mr. Chrysler. Sure, there was and is a proposal to dismantle
the Department of Energy which would have addressed that issue,

and certainly the reason for these hearings is so we can have a fair

and open hearing on all of these items and talk about them.
The letters you talked about, dealing with trade, with Mr. Mica's

proposal, we want to make sure that we have an Office of Trade
to do a better job for those very corporations that you are talking
about. With Robert Reich saying we should eliminate corporate
welfare, those are some of the largest corporations in the world,

and I am not sure we should be spending taxpayers' money on
them.
Mr. Markey. Would you transfer the NRC functions and the

DOE functions over to State?
Mr. Mica. Could I respond?
Mr. Chrysler. Sure.
Mr. Mica. In Mr. Chrysler's legislation he does, in my bill, we

do not.

Mr. Oxley. The gentleman's time has expired.

Mr. Markey. NRC as well. Nuclear Regulatory Commission, ex-

port licensing?

Mr. Mica. No, we do not.

Mr. Markey. Why not?
Mr. Mica. Well, again because of the functions they serve. Actu-

ally, I have been involved in some licensing things and I think you
need to maintain that independence, and it should be within the
U.S. Trade Office, a separate office other than State or DOD or

something else.

Mr. Markey. But why NRC? The other materials are just as po-

tentially dangerous, the other dual-use items are just as potentially

dangerous out on the open global marketplace.
Mr. Oxley. The gentleman may respond.
Mr. Mica. Well, again, we think that there should be someone

independent. We have created an independent trade office and
maintained that function with it, both for licensing and also the
area that you are concerned with.

Mr. Oxley. The gentleman's time has expired.

The gentleman from Georgia, Mr. Norwood.
Mr. Norwood. Thank you, Mr. Chairman.
Dick, let me start by first saying that I indeed would like to com-

mend you in your efforts to at least bring this proposal to the table,

at least just starting the discussion as to what we might do about
Commerce, although I feel like you must have put yourself in an
unenviable position. Congressman Levin said, "that having served
the business interests," and I presume by that meaning Commerce
having served business interests, and we are hearing also that
multibillion dollar industries that don't need lists but need more
from Mr. Studds, I am not sure what needing more means, but I

presume it means needing more Commerce Department money.
I wonder if you are being covered up with telephone calls from

big business complaining to you that your bill is this absolutely ter-

rible thing to close the Department of Commerce and try to consoli-

date it in a different fashion so that we might perhaps save a few
dollars and get this situation in hand.
Mr. Chrysler. No, I am not, Charlie, at all.
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Mr. Norwood. Are you hearing from big business at all?

Mr. Chrysler. Only with respect to their interest in Mr. Mica's

proposal on the Office of Trade, that is where their interest is, to

be able to better compete in global markets.
Mr. Norwood. In other words, are you hearing from small busi-

ness complaining about your bill?

Mr. Chrysler. No, and I also might add that only 4 percent of

the Department of Commerce has to do with trade, so we are talk-

ing about the other 96 percent primarily.

Mr. Norwood. Mr. Chairman, I am going to ask Mr. Markey to

let me have a copy of the letter that he asked to be submitted to

the record of large businesses that oppose Mr. Chrysler's bill. And
as soon as I can mark up how much taxpayer funding they receive

each year, I would like to resubmit it again back for the record so

that we might have that little bit of information also. [The letter

appears on p. 47.]

[The information follows:]

Here is a brief partial breakdown of Federal dollars received by some of the sig-

natories to the letter to Mr. Markey during fiscal year 1994 (most recent figures

available).

From Defense Contracts:
McDonnell Douglas—$1,736,324,000; Raytheon—$534,180,000; Rockwell—

$303,993,000; Westinghouse—$198,534,000; General Electric—$92,000,000 (approx.)

From Tax Deferments/Breaks: Current accumulated Deferred Income Taxes
(approx.) (as supplied from publicly held corporation annual reports):

Rockwell (1995)—$303,000,000; Proctor & Gamble (1995)—$804,000,000; McDon-
nell Douglas (1995)—$653,000,000; ARCO (1994)—$2,721,000,000; Occidental Petro-

leum (1994)—$2,050,000,000; Aetna (1994)—$81,400,000; Bethlehem Steel (1994)—
$1,286,000,000; General Electric (1994)—$1,023,000,000; Westinghouse (1993)—
$211,000,000; Texaco (1993)—$178,000,000; Raytheon (1992)—$21,800,000.

Mr. Norwood. And I will conclude simply by saying that their

words were used here as mindless action concerning our efforts to

look at the Department of Commerce in a way that I think normal
people would look at any large agency of the Federal Government
that is spending billions of dollars. I think I probably would wonder
why if this Congress has been so brilliant for so long we might not
have considered it some mindless action to get ourselves into a $5
trillion debt, why is it you as a freshman have to come up here and
say, let's take a look at the Department of Commerce? Why wasn't
it done 4 years ago, 3 years ago?

I commend you, sir, for bringing this to the table.

Mr. OXLEY. The gentleman's time has expired.
The gentleman from Illinois, Mr. Rush.
Mr. Rush. Thank you, Mr. Chairman.
Mr. Chrysler, I, too, want to join with my colleague from Oregon

and invite you to my district to see the impact of some of the work
that the Department of Commerce has engaged in.

Let me just bring you up to date in terms of what is happening,
even as we speak. As we speak, and as we are in this session here
there are funerals being held in the City of Chicago right now, peo-
ple who have, my constituents, the elderly constituents, people who
have died from the massive heat wave and died of heat-related
causes in the City of Chicago. As a matter of fact, at last count,
the last count that I heard was 466 people perished as a result of
the heat. And I tell you, I have to take my hat off to the National
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Weather Service who did a fantastic job in terms of forecasting the
heat wave and issuing a heat advisory, as much as 5 days in ad-

vance.
If your bill passes, the Weather Service budget would be cut by

25 percent below the 1994 levels. Historically, the National Weath-
er Service has saved lives of Americans, historically, it has alerted

all of us to the impending dangers of weather, weather-related dan-
gers.

Now, if we are to cut 25 percent below the 1994 levels for the

National Weather Service, that means that we will probably have
to close at least 62 of the 118 offices, and the offices that serve Chi-

cago in Romeoville, Illinois, will probably be one of these offices

that we would have to close.

Now, my question is, is there any justification, in your mind, for

putting large segments of the population at risk to severe weather
events, not only the heat but snow, rain, tornadoes, hurricanes,

other kinds of natural disasters?

How do you want me to tell my constituents in the First District,

how can you tell your constituents that they should not and will

not be properly warned of what potentially would be devastating

weather events and how can you ask me at this point in time to

support a measure that comes on the heels of the tragedy that we
are experiencing in the City of Chicago? Again, the National

Weather Service, a part of the Department of Commerce, did a re-

markable job in alerting not only the citizens of Chicago but the

citizens across the Nation about this heat wave that cost lives

throughout this Nation.
Mr. Chrysler. The direct answer to your question is no, we

should not put people in that kind of danger, that kind of risk.

Most of the department, the weather part of NOAA, which is about
half of it, is duplicated many, many places in the private sector,

and those forecasts would be there and probably maybe even be
more accurate if we had them done by the private sector.

You know, I asked myself two questions about these programs,
Mr. Rush, and one of the questions was does the government need
to be in this business, number one? And number two, is this pro-

gram worth our children having to pay for it, because we aren't

going to pay for it. It is going to be passed on to the burden of our

children, and so that is why we came to the conclusions of many
things that we did.

I would also like to remind Mr. Rush and Ms. Furse that Chair-

man Clinger is having Government Reform and Oversight field

hearings, started last Friday in Cleveland, this weekend they will

be in North Carolina. We are going to move them all over the coun-

try so that we can hear from people all across the Nation on what
we are referring to as 21st Century government, a little less gov-

ernment and lower taxes and letting people keep more of what they

earn and save and ways to do that, interviewing successful mayors,
county executives. Governors, private business executives on how
they have been able to find a way to downsize and privatize and
use different vehicles in order to get a better bang for their buck.

We are going to try to learn that so we can do that in the 21st Cen-
tury.

Mr. OXLEY. The gentleman's time has expired.
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Mr. Rush. Mr. Chrysler, let me just follow up with one additional

question. You said that the private sector now duplicates what the

National Weather Service does and they can do it more efficiently.

Can you tell me where in the private sector?

Mr. Chrysler. Many of the functions of the National Weather
Service are duplicated in the private sector.

Mr. Rush. Where, though? Where?
Mr. Chrysler. Well, one that was interesting brought up by my

colleague from Colorado was the Doppler Weather Service.

Mr. Rush. Doppler Weather Service. And they duplicate what
the National—is this a local weather service?

Mr. Chrysler. It is all across the country we have weather serv-

ice predicted on a private basis, and sold to television stations and
radio stations across the country.

Mr. Oxley. The gentleman's time has expired.

The gentleman from New York, Mr. Frisa.

Mr. Frisa. Thank you, Mr. Chairman.
I think we have seen an abject lesson here today as to why it

is so frustrating and why it has taken so long for the elements of

possible reform and change to come about in this town.
Now, the gentleman from Michigan, Mr. Chrysler, myself, and

some of the other members here are brand new to this Congress.
We were sent here by our constituents last November to try to real-

ly bring about change and not just talk about it like so many peo-

ple in this room, like so many people down Pennsylvania Avenue
who constantly talk about us as a Nation having to have the cour-

age to change. Well, I guess those are empty words.
So I guess, Mr. Chrysler, you and I and the rest of us should just

take our reform legislation to take a new look, a fresh look and
evaluative look at the Department of Commerce and other agencies
and just forget about it and go along building up deficits, add more
agencies.

I have in my hand here a directory of just the different branches
and offices of the Department of Commerce. It goes on for pages.
I don't even know what these people do.

I don't think those people know what they do. But they sit there,

they have telephones, they have offices, and they are busy and they
are working. And God only knows what they are doing. But they
are costing us billions of dollars.

I think it is about time we take a hard look at this and I think
some of the insinuations and the inferences and implications that
have been made about you and your motives and your efforts here
today are just horrible. And I would say shame on the members on
the other side who would call into question the motives of this gen-
tleman. This gentleman started a business from scratch and
worked very hard and employs hundreds of people now, he has be-
come very successful, and I dare say it was without the benefit of
these nameless, faceless bureaucrats, well-intentioned, I am sure,
who do nothing but occupy pages and pages in this phone directory.

I think we should all pause, take a moment and refiect, how did
this country develop industrially from its inception? It certainly
was not with a Department of Commerce. It was from a free mar-
ketplace, capitalism, available markets and entrepreneurial spirit.
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It was individual ruggedness that enabled us to be where we are

today.

I think it is a shame that we as a Congress, as members of this

body, would call into question dismantling an agency that is not re-

quired. Some of the functions are necessary. I think we all agree,

Mr. Chrysler stated that, Congressman Mica from Florida stated

that, correctly, and we should retain those. But let's get rid of the

deadwood finally, let's save billions of dollars.

Mr. Chairman, I look forward to working with you and this en-

tire committee so that we can bring about the elimination of this

wasteful department to benefit our taxpayers, reduce the Federal
deficit, and that is the best thing we can do to help encourage busi-

ness.

I 3deld back the balance of my time.

Mr. OXLEY. The gentleman yields back.

The gentleman from Florida, Mr. Deutsch.
Mr. Deutsch. Thank you, Mr. Chairman. We have had a lot of

debate back and forth across the aisle, and I would like to point

out just a couple of facts to my colleagues, particularly the fresh-

men Republicans that prior to myself and I guess a number of the

members on this side of the aisle who were elected in 1992, prior

to us being elected, the prior 12 years a Republican served as

President of the United States with veto power over appropriations

bills. Four of those 12 years Republicans controlled the U.S. Sen-

ate, presumably able to not pass appropriations bills. And so the

sort of plague on America of a $5 trillion deficit is clearly not the

work of either political party on its own.
Just to add maybe a voice of common sense and reason of the

status of America, which some of my colleagues on the other side

have described this afternoon as, you know, dismal and bleak and
everything else. I mean, that is not the America that I live in and
I don't believe it is the America that you live in.

I think all of us really should take pride in the fact and really

blessing in the fact that we live in a country that unquestionably
has provided the greatest quality of life in the history of the world
and the greatest, not just physically but really emotionally and
spiritually in many ways as well of all of our problems. So I just

would temper any comments regarding that.

Let me also mention specifically to Mr. Chrysler that I also wel-

come you to come to my district, a district in the southeast part

of Florida, a district which suffered in 1992 the greatest physical

damage in this country's history with a hurricane where the

Weather Service did an excellent job. There was essentially no loss

of life, with almost $30 billion loss of property damage because of

the Weather Service's action during that endeavor under Repub-
lican administration, and the private sector. Again, I have to follow

up, just knowing the specifics of some of these programs, yes, there

are private weather services, but they do not have any satellites.

It would be pretty tough to be predicting weather without sat-

ellites, so when you say the Weather Service could be privatized,

you know, it doesn't make any logical sense. That is a common
service that government needs to function. It is just not going to

work on any practical basis.
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Besides those functions, weather service functions and fisheries

functions—and my district is one of the districts in the country
which has a disproportionate effect in terms of those types of func-

tions—let me focus on the trade issue because I think that is really

where the thrust of your bill is really coming from, and be respon-

sive to that.

I have read through your testimony and have heard your testi-

mony as well. I think you work, you come to this debate with a fun-

damental nonunderstanding of how policy is made through admin-
istrative process, and I say that with all due respect. Aiid having
worked with the Trade Representative, Mr. Kantor over the IVi
years that I have been here and working with specific companies
from my area, from South Florida that have had problems overseas
on a variety of issues, the Trade Office has a specific function. It

is an extremely small office dealing with GATT issues, with trade
issues directly. It is a unique piece of legislation which really seems
to be working relatively well.

It is not the Department of Commerce, and what I have seen as
a Member of Congress over the last 2V2 years, that there is actu-

ally a bureaucratic function that Commerce has by being at the
table, at the table at the level of Cabinet-ranking, that by what you
would do would eliminate that function.

If any of those functions are, let's say, transferred to the State
Department, that would be about the worst possible scenario. I

have personal experience as a Member of Congress dealing with
trade type issues with the State Department versus the Commerce
Department, because every time you deal with one of those type is-

sues with the State Department, there are 500 reasons why they
shouldn't do something. They will give you more than that because
that is not their mission. People respond to their missions. The
Commerce Department's mission is different, and it works from a
bureaucratic basis when we are setting up a process to get the re-

sult. That is what I really urge my colleagues to do. I have done
it with specific businesses and it just doesn't work the way you
hope that it would work.
Mr. OXLEY. The gentleman's time has expired.

The gentleman from Ohio, Mr. Brown.
Mr. Sherrod Brown. Thank you, Mr. Chairman.
I would like to follow up on some of the trade issues that my

friend from Florida mentioned.
In May, as you know, the most recent month where figures came

out about our trade deficit, we set a record in May with a $11.4
billion trade deficit, breaking the April record of a month before.

And it seems every month our trade position in the world gets
worse, and you can make the argument that the trade agreements
we write, whether they are GATT or NAFTA, or previous trade
agreements may or may not have been written properly from
America's interests standpoint, but it is pretty clear that our trade
deficit in large part is because every other Nation in the world, as
Mr. Markey mentioned earlier, every other industrialized nation in

the world works in partnership, their government and businesses
and labor work in partnership. We are the only country in the
world that doesn't seem to see things the same way.
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I think that the Department of Commerce particularly recently

has understood that better than its predecessors. And I think we
as a Nation and certainly business in this country understands
that partnership between government and business in helping us
export.

In the last 3 years I visited probably 130 or 140 small businesses

in my district, mostly manufacturing concerns. And one of the

major points they bring forward to me is we want government as-

sistance, not subsidies, but we want some government assistance

in helping us figure out ways to export. We make a world class

product, we can't afford what Ford or TRW or larger companies
might be able to do. We can't afford accountants and lawyers and
figuring out ways to read the market in Hungary or Taiwan or Slo-

vakia or Nigeria. We can't figure out ways, we don't have the ex-

pertise to know how to do licensing and joint ventures in South
Korea. We don't know how to get financing abroad in India. All of

those places that there are business opportunities, that large busi-

nesses can reach, small businesses simply can't.

In fact, small business accounts for 24 percent of the manufac-
tured value of goods in this country, yet only 12 percent of exports.

That says to me that those smaller businesses can play a major
role in cutting that trade deficit markedly from $11 billion deficit

a month to somewhere approaching much less than that.

There have been statements today, you said that businesses don't

seem to be coming forward saying they need the Department of

Commerce, not even debating that, although I don't agree with

that, there is a letter to Senator Domenici and Representative Ka-
sich sent by major CEO's, of May 17, saying how important it is

for job creation of large business. Mr. Markey mentioned another

letter about how important the Department of Commerce is for

large business. But let's talk briefly about small business and the

kind of help they need.
If the Department of Commerce and Assistant Secretary Barram

was just in Cleveland 2 weeks ago with me opening the Export As-

sistance Center there which exactly meets the criteria and the re-

quest that those small businesses around my district and around
northeast Ohio and all over this country are asking for some assist-

ance, some ideas, some technical help, in a very small office of, I

believe, 7 people in that office in Cleveland, the Export Assistance

Center, and that will make them be able to figure out how to ex-

port and sell their world class products outside the United States,

the technical expertise they don't now have. Where do these small

businesses turn?
Mr. Chrysler. May I respond?
Mr. Sherrod Brown. Sure.
Mr. Chrysler. Certainly in the age of fax machines and Internet

capabilities, most companies can access the information they need
without a network of 73 field offices. Private sector companies all

the time assist other smaller companies in trade, that is a function

that they do, and the Department of Commerce is not the lead

Agency in trade. In fact, only 4 percent of the Department of Com-
merce is trade. Trade is very important. I think Mr. Mica wants
to

Mr. Levin. Mr. Brown, could I
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Mr. Sherrod Brown. Just because 4 percent of the Department
of Commerce is devoted to trade doesn't mean that the Department
of Commerce isn't essential to trade in this country.

Mr. Levin. Mr. Brown, look, you have here two members of the

majority party who have very different ideas about what a trade

department should look like.

Mr. Chrysler. No, we have exactly the same ones because I am
a cosponsor on his bill.

Mr. Levin. You may be, but you are flailing all over the place.

You would destroy the domestic offices, right? You would eliminate

them. You would eliminate the Trade Development Section. You
would eliminate the International Economic Policy Division. Mr.
Mica's plan does not eliminate any of these.

Mr. OXLEY. The gentleman's time has expired.

The gentleman from Louisiana.
Mr. Tauzin. I thank the Chair. I'm so quiet you almost missed

me. First of all, let me tell you that I find it strange, frankly, that

Presidents come into office without a major overhaul of their Cabi-

nets, they simply adopt the old structure and appoint people to it

and run it as though it is the best vehicle for them. I, frankly, want
to commend you for raising the issue, isn't it time for us to look

at reorganization of Cabinet offices and perhaps see if there isn't

a better, more efficient way to do some good work.
But let me quarrel just a bit quickly, Mr. Chrysler, with one of

your premises, and that is the 1913 act which created the Depart-
ment of Commerce, which said it was creating it to promote com-
merce at home and abroad, results in something you call corporate
welfare. I think of welfare as encouraging people not to be produc-
tive, rewarding people for either not being productive or not want-
ing to be productive.
To me, promotion of business both at home and abroad is a

worthwhile function of government, and a worthwhile function of

some department of our government, whether we call it a Com-
merce Department or something else.

But having said that, let me again commend you. I think it is

time we look at how we organize things and how we in fact run
these executive agencies. My complaint, frankly, with the Com-
merce Department is not with the work it does to promote indus-
try. Some of its agencies, in my opinion, work exactly the opposite
way.

It is NMFS working under NOAA which resulted in the loss of

half the fishing fleet in Louisiana. Unlike the gentleman from Mas-
sachusetts, I would be very frankly pleased to see you move that
function to the environmentally sensitive Interior Department in-

stead of leaving it in the Department that is supposed to be pro-
moting the fisheries industry. It is literally destroying it at home.
It has gotten so bad that a court in New Orleans recently vacated
a bunch of its fines because it didn't even have the courtesy of giv-

ing fishermen due process before it fined them out of existence. So
my problems with the Agency are many, and reorganizing it is not
a problem for me.
But let me cut to the chase with both of you. Mr. Frisa said we

should not be questioning anybody's motives here. Motives are
being questioned, so let me hear your response to it quickly.
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We are told this is just a trophy hunt, you just want to eliminate
some department of government and why not one that allies of Re-
publicans and business-oriented groups, such as the Republican
party, why not pick on one of your own, eliminate it, then you can
go about your business and say we have got a trophy now, we have
eliminated a Cabinet department, particularly one where the Sec-
retary is under some personal difficulties, under private investiga-
tion by independent counsel, easy target, easy trophy. What is your
response?
Mr. Chrysler. Well, certainly there were 4 agencies that were

looked at: the Departments of Education, Energy, HUD, and Com-
merce. Commerce happened to be the one that was also put into
the Budget Resolution by the Senate, so we had some concurrence
with the House Budget Resolution and the Senate Budget Resolu-
tion on the Department of Commerce, and certainly we just, you
know, looked at this whole thing when we went through it.

And we had a number of people from Congress, mostly freshmen,
but some sophomores that were on our committee, we had some
private sector people, we had some ex-department officials, includ-
ing the former head of the Department of Commerce, Mr.
Mosbacher, and we just looked at each program and said is this

program necessary, should we be in it, should we be asking our
children to pay for it? And if it was necessary, the program was
necessary, then we found ways to streamline it, make it more effi-

cient, more effective. Because I think that is what the American
people are demanding of us: a little less government, a little lower
taxes, letting people keep more of what they earn and save, let peo-
ple make their own decisions how they spend their money, not gov-
ernment, and so with that basic premise and with the concurrence
of the House and the Senate, we brought it forward.
Mr. Markey. Mr. Mica, defend the argument of trophy-hunting,

and you are after a secretary
Mr. Mica. A quick response of something I learned from you, Mr.

Tauzin, and the distinguished gentleman, Mr. Dingell, in my first

term. I had only been here a few months, as you know, but you
taught me that 218 votes beats the best argument in the House,
and I think they have 218 votes. So it is incumbent on the rest of

us that establish the rest of the policy to see that we do a respon-
sible job, that trade, that people have a concern about is retained,
and in a responsible manner.

If you are concerned about the Weather Department and each of

those, these are each going to be battles we are going to have to

fight. But regardless of anything else, the election last time sent
people here to make a change. They are down to their last oppor-
tunity for change, and I think they have the 218 votes to do it, and
we should work with them in a responsible fashion to see that we
create something responsible.
Mr. OXLEY. The gentleman's time has expired.
The gentleman from Illinois, Mr. Hastert.
Mr. Hastert. I thank the chairman. I will try to be as brief as

possible. As I have listened to this, I think probably everything has
been said, but as they say, not everyone has said it today.

I commend the gentleman from Michigan and the gentleman
from Florida for bringing forward some ideas. I think we need to
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examine, this committee needs to examine why industry and busi-

ness activity in the free enterprise system needs to have govern-
ment involvement, why does the government need to have a weath-
er station, why do we need to be involved in government decision-

making processes? And if we don't have the answers, then maybe
the answer is that the government should be involved, but some-
body has to ask them. If not you, who, if not when, now.
So do it, and go forward. Don't let yourself be browbeaten by my

good friend from Michigan who sits between you and would like to

push you out of the whole argument. But you have got to do it. You
have got to ask the questions.

I am sitting right here with a report in front of me, with another
government agency that if it shouldn't be done away with, it should
be severely cut, so go forward, be brave, and we will watch what
you are doing, and good luck.

I yield back.
Mr. OXLEY. The gentleman yields back.

The gentlelady from Arkansas.
Mrs. Lincoln. Thank you, Mr. Chairman.
I would ask unanimous consent my opening statement be in-

cluded in the record.

Mr. OxLEY. Let the Chair state that this is the longest members
panel in history, and all members, including the Chair's opening
statements, will be made a part of the record.

[The prepared statements of Hon. Michael G. Oxley, Hon. Thom-
as J. Bliley, Hon. Jack Fields, Hon. Greg Ganske, Hon. John D.
Dingell, Hon. Blanche Lambert Lincoln, and Hon. Bobby L. Rush
follow:]

Prepared Statement of Hon. Michael G. Oxley, Chairman, Subcommittee on
Commerce, Trade, and Hazardous Materials

On November 8, 1995, the American people sent Congress a clear mandate—less

government, less taxes, and less deficit spending. Today we are working towards ful-

filling that mandate, by creating a new vision of a leaner and more effective govern-
ment.

I would like to thank my good friend Representative Chrysler for his fine work
in developing the Commerce Dismantling Act. I would also like to thank Commerce
Secretary Ron Brown and our other witnesses for agreeing to join us today to pro-
vide some different perspectives on eliminating or restructuring the Department of
Commerce.
The Department of Commerce is a $4.2 billion agency with over 36,000 employees.

It's functions include marine and atmospheric management, technology programs,
development grants, statistics and information gathering, trade, patents, and tele-

communications. President Clinton has requested an increase in the Department's
budget for fiscal year 1996 to $4.75 billion; the House Appropriations Committee
has recommended funding of $3.39 billion; and the House-Senate budget conference
has assumed the elimination of the Department of Commerce at a projected savings
of $6.6 billion over 7 years.
Those in Congress favoring the abolition of the Department argue that it is an

unwieldy grab-bag of inefficient and unrelated programs, all but 3 of which are ei-

ther very similar or exactly replicated elsewhere in the Federal Government. Sup-
porters of the Department believe that its continued existence is critical to promot-
ing econoniic growth and the international competitiveness of our American firms.
The truth is perhaps somewhere in between.

Today's hearing is the first in a series to carefully scrutinize each of the programs
within the Department of Commerce to determine if they are essential government
functions which cannot be better performed elsewhere. We will be considering a
number of government restructuring options, and no final decision has been made
yet by the Committee on whether and how to dispose of the Department and its

subagencies. I expect that we will begin to develop a consensus over the next few
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months, with movement towards a resolution of this issue before the end of the
year, if not sooner.

One of the critical issues within the jurisdiction of my subcommittee is how to

best restructure our Nation's trading strategies. Government trade programs are
currently divided among 19 different Federal agencies and the States, ostensibly co-

ordinated by the Trade Promotion Coordinating Committee, or "TPCC". As Chair of

the TPCC, Secretary Brown enjoys the responsibility of helping to establish our Fed-
eral program priorities and to propose a unified budget for all trade promotion ac-

tivities. I look forward to hearing his thoughts on our progress in this area.

In seeking to consolidate our trade programs. Congress will have to determine
whether they need to be retained within a Department of Commerce, combined with
the USTR into a United States Trade Office, placed into a new trade agency, or dis-

persed to various other agencies and departments. For example, export licensing is

currently conducted by four different agencies—the Departments of Commerce,
State, Energy, and Defense. Arguably, all licensing could be conducted by a single

agency, although we must consider the advantages and disadvantages to each De-
partment.
A similar analysis will be made with respect to the Department's statistics and

information gathering programs. There are currently over 40 different statistical in-

formation gathering functions within the Federal Grovemment, which often perform
similar or overlapping functions. We have begun to discuss a number of proposals

to consolidate or privatize some of these functions, whether in the Department of

Commerce, a different agency, or in a separate Bureau of Statistics.

Additional review will be given by our Committee to the numerous technology
commercialization programs, telecommunications agencies, and environmental and
energy related functions within the Department of Commerce. By the time this bill

moves through the 11 House Committees with jurisdiction, I am sure that no Com-
merce Department program will have escaped scrutiny.

I am confident that our Congressional review of the Department of Commerce will

be fair and comprehensive, with a well-reasoned resolution. In this way, we can best

fulfill our commitment to the American people of smaller and more effective govern-

ment.

Prepared Statement of Hon. Thomas J. Bliley, Jr., Chairman, Committee on
Commerce

Thank you Mr. Chairman: The Department of Commerce has been called a "grab

bag" of unrelated, duplicative, and often wasteful programs. According to the GAO,
the Department of Commerce suffers "the most complex web of divided authorities,"

sharing overlapping missions with over 71 different federal agencies.

The American people last November sent Congress a clear message—they want
less taxes, less spending, and less government. So how has the Administration re-

sponded in its attempt to reinvent government? The President's budget proposed in-

creasing the funding for the Department of Commerce by $581 million, a level 35%
higher than when the President took office. This reckless skyrocketing of the De-
partment of Commerce budget has proceeded, despite continued warnings from the
Department's Inspector General that there are "serious problems with the reliabil-

ity, efficiency, and internal controls of Commerce's financial practices and svstems,"
and that the Department's managers have demonstrated "little interest" and a "lack

of commitment" for proper financial controls.

For example, the industrial policy-making branch of the Department of Com-
merce, the Technology Administration, was censured by the Inspector General for

not having established meaningful performance goals, reliable reporting systems, or

written procedures to avoid impropriety and favoritism. And yet the Administration
has continued to pour taxpayer dollars into its favorite functions, increasing the Ad-
vanced Technology Program's budget from $47 million to more than $430 million

from fiscal year 1992 to 1995, and increasing the Manufacturing Extension Partner-
ship program funding from $16 million to $90 million over the same time period.

Needy and cash poor recipients of this government largesse have included IBM,
Xerox, DuPont, General Electric, and 3M.

In truth, there has been little groundswell of support for maintaining a separate
Commerce Department. The National Federation of Independent Business, which
represents more than 600,000 small American businesses, has stated that its mem-
bers would rather cut the Federal deficit than save the Commerce Department. The
U.S. Chamber of Commerce indicated that it found a similar complete lack of sup-
port among its 200,000 members for retaining the Department.

21-934 - 96
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Now, I recognize that Secretary Brown has helped several large American compa-
nies negotiate important contracts abroad. And I also recognize that there are a lot

of good things in the Department, and that we can't just take an axe and chop it

up willy-nilly. What I am going to commit to, however, is to have my Committee
undertake a thorough review of the Department and all of its programs within our

jurisdiction, and for each function ask the basic question—is this the most effective

use of our taxpayer dollars, or can we do things better. I suspect at the end of the

day, we will consolidate a lot of programs into other agencies, privatize or abolish

a few more, and ultimately eliminate an entire Department and put a lot of money
back into the pockets of the American taxpayer.

I would like to thank the distinguished Member and one of my several good
friends from the great State of Michigan, Representative Chrysler, for his leadership

efforts in putting together his thoughtful plan to downsize government. I would also

like to thank the Honorable Secretary of Commerce for joining us today to provide

us with insight into the workings of his Department, and the other witnesses who
have taken time out of their busy schedules to help us carry out our task. Today's
hearing will be fair and open, with both sides being given a full opportunity to

present their case and lay the foundation to create a new vision of government.
Thank you Mr. Chairman.

Prepared Statement of Hon. Jack Fields, Chairman, Subcommittee on
Telecommunications and Finance

The Subcommittee on Telecommunications and Finance and the Subcommittee on
Commerce, Trade, and Hazardous Materials have convened today to consider H.R.
1756, the Department of Commerce Dismantling Act of 1995. This hearing rep-

resents another step forwards towards fulfilling our Republican commitment to less

government and better government. While I am unfortunately unable to preside at

today's hearing, I expect that we will enjoy a full and fair debate over the merits
of eliminating the Department of Commerce and how to best restructure its func-

tions.

I would like to thank Commerce Secretary Ron Brown for agreeing to testify be-

fore us to shed some light on the inner workings of his Department. I would also

like to thank my good friend the Honorable Larry Irving for joining us today to pro-

vide additional insight on the Department of Commerce's telecommunications and
information activities.

Today's hearing will be the first in a series by this committee to rethink the mis-
sion of each program within the Department of Commerce, and ask, "Is this the best
bang for the buck for the American taxpayer?" While I oppose a wholesale elimi-

nation of all of the Department's programs, I do support a thorough house cleaning
and identification of the essential and non-essential functions to make our govern-
ment more efScient and effective. I commend my good colleague from Michigan,
Representative Chrysler, for developing his reorganization plan which has become
the starting point for our discussion. With the goal of eliminating the Department
of Commerce, we now begin the critical discussion of how to best reorganize and
consolidate its essential functions.

The GAO has criticized the Department of Commerce for conducting overlapping
missions with over 71 different Federal agencies. We need to eliminate the Depart-
ment's wasteful and duplicative functions. Any agency with a mission that can be
better fulfilled by the free market should be sold off and privatized. If a taxpayer
is better off keeping a dollar of income than having it spent by a Department pro-

gram, than that program should be eliminated.
In the Department of Commerce's National Telecommunications and Information

Administration (NTIA), the Inspector General has continued to note multiple defi-

ciencies and weaknesses in the internal control structure. While the NTIA has made
significant progress over the past year in its financial practices and grant evaluation
process, the Agency merits continued close oversight and review. One of the essen-
tial functions that NTIA does provide is its work to develop and promote inter-

national communications standards. A second essential function is the management
of the Federal portion of the electro-magnetic spectrum. While these functions may
be ultimately transferred to a new agency or Department, Congress must first con-
sider how to best restructure our telecommunications and information policy to meet
our country's needs into the 21st century.

I look forward to addressing these issues over the next few months, and to reach-
ing a carefully considered and well-thought resolution on the elimination of the De-
partment of Commerce.
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Prepared Statement of Hon. Greg Ganske, a Representative in Congress
From the State of Iowa

Thank you Chairman Oxley and Chairman Fields. This is the first in a series of
very important hearings these Subcommittees will hold. At issue here is not only
the future of the Commerce Department, but a basic debate about the proper role
of government.

In a June 7 letter to Speaker Gingrich, Alice Rivlin, Director of the Office of Man-
agement and Budget, made a statement that sums up exactly why we need to recon-
sider the role of the Federal Government. She called the Commerce Department the
"powerhouse" of Clinton's effort to form a "public/private partnership" between U.S.
business and the Federal Government, and a "tireless advocate" for U.S. business
interests.

This view, meant to speak for retaining the Department, clearly exemplifies the
need for change.
Some U.S. Dusinesses would agree that the Commerce Department has been a

"tireless advocate" on their behalf But for every company that Secretary Ron Brown
advocates on behalf of, there are countless others who do not receive this privileged
assistance reserved for companies who have the political clout and position to get
the attention of cabinet level officials. Each time Secretary Brown travels abroad to
fight for contracts, or invests in applied research programs being conducted by a pri-

vate sector company, the Federal Government is effectively choosing "winners and
losers."

I believe in free market principles. If the free market is allowed to work its will,

the United States will find its rightful place in the global marketplace.
The Commerce Department does perform some important functions, and we must

ensure that these functions are re-located in an efficient and effective manner. Un-
fortunately, the Commerce Department has become a place where we throw every-
thing, including the kitchen sink. If we concentrate on terminating wasteful and un-
necessary programs, consolidating duplicative programs, and privatizing or transfer-

ring functions best performed elsewhere, we will improve the effectiveness of our
government and make scarce taxpayer dollars go farther.

I look forward to hearing from our witnesses and working with my colleagues on
both sides of the aisle to create a leaner and cleaner Federal Government.

Prepared Statement of Hon. John D. Dingell, a Representative in Congress
From the State of Michigan

A bill to abolish the Department of Commerce is before the Commerce Committee.
If adopted, it would do great damage to programs that benefit the Nation:

• It will result in lost jobs here at home and impair efforts to protect Amer-
ican jobs from unfair practices by foreigii companies,
• It endangers our ability to compete in the global marketplace by killing

sound programs that produce technological innovations, quality products,
and scientific advances.
• It destroys programs that preserve jobs and help distressed communities
and the environment.

I have started to measure the tremendous adverse effects the Chrysler bill will

have in my home State of Michigan:
Scores of small businesses in Michigan are now exporting and competing around

the globe because of the work of the International Trade Administration. The Chrys-
ler bill eliminates domestic offices of the U.S. & Foreign Commercial Service. As
Durametallic, a small business in Kalamazoo, has written to me: "[I]t would be a
serious mistake to eliminate the export assistance programs provided by the Inter-

national Trade Administration and the Domestic Commercial Service. It will hurt
small businesses particularly and negatively impact emplo3rment in the State of
Michigan."
The President of Monroe Auto Equipment writes that: "[T]he aggressive trade pro-

motion policies of our government, coupled with knowledgeable human resources, is

adding value to my company's efforts to compete in worldwide markets. The bene-
ficiaries of these actions are [our] shareholders, our employees domestically and
abroad, and the communities in which we reside ... In the final analysis, I believe
a Cabinet-level department focused upon export opportunities and the promotion of
international market development will best serve the country at a time when global
competition is at its keenest."
The Chrysler bill eliminates the Advanced Technology and Manufacturing Exten-

sion programs. MERRA, a non-profit association of major Michigan businesses, the
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executive and legislative branches of the State, universities, and economic develop-
ment organizations, writes that the ATP program: "is iniportant in transferring the
results of fundamental research into practical products. This results in the creation

of jobs and an increase in export sales." Its members report that the MEP program
provides "invaluable assistance" to small and medium-sized businesses.

The Great Lakes Environmental Research Lab in Ann Arbor (that employs 100
people) would be eliminated. This lab and other NOAA programs benefit the entire

Great Lakes region's environment. As a letter from Professor Kerfoot of the Michi-
gan Technological Institute states: "The proposed legislation is akin to Sherman's
march to the sea in the damage it will do to forecasting and research programs re-

lated to marine and Great Lakes' transportation, weather, water quality and eco-

system health research. The proposed restructuring fragments a cohesive agency
and sends the pieces to areas where the present forecasting and research develop-
ment . . . will not function."

The Chrysler bill eliminates EDA grants. The West Michigan Shoreline Regional
Development Commission, serving 5 counties and 120 local governments, opposes
the elimination of the Department of Commerce. They have written to me detailing

41 EDA projects that have leveraged private sector investments of more than 50
times the total EDA investment and created or saved over 22,700 jobs in Michigan.
And Detroit's Focus:HOPE, the premiere model in the Nation for providing skills

in technology and manufacturing technology education, would simply not exist with-
out the Department's efforts through the years.

The Chrysler bill eliminates NTIA grants. The Michigan Association for Local
Public Health has described a grant it received last year to build an information
exchange to connect all local health departments and the State Department of
Health that "provided direct and immediate benefits to local governments through-
out the State and continues to promote the health of Michigan citizens." And the
director of the Regional Educational Media Center 10 in Cass City has written that:

"It is inconceivable to me that Members of Congress would even think about elimi-

nating the NTIA at a time when the information explosion threatens to overwhelm
us."

Why would anyone choose to eliminate programs that create and protect Amer-
ican iobs? Why would anyone choose to abolish a department that produces billions

of dollars more than it spends? Why would anyone choose to give foreign businesses
a huge advantage in the global marketplace?
The Chrysler bill is wrong for the State of Michigan and wrong for the Nation.
I commend Chairmen Oxley and Fields for holding this important hearing. I ap-

preciate the cooperation you and your staff have afforded us in structuring this
hearing and I look forward to working with you on future hearings to consider the
full effects of this counterproductive and dangerous legislation.

Prepared Statement of Hon. Blanche Lambert Lincoln, a Representative in

Congress From the State of Arkansas

This is the second time in the past month that this committee has investigated
proposals to eliminate federal agencies. I am concerned that in the zeal to eliminate
our national debt that we fail to comprehend the implications of our actions. I am
an avid supporter of reducing government and Federal spending, as proven by my
voting record, but we shouldn't eliminate programs and move offices around until
we fully understand the full operations oi the Department of Commerce. That is

why I am glad that we are holding this hearing today to gather that essential infor-

mation.
Many individuals believe that the logical agency to be eliminated is the Depart-

ment of Commerce because it is seen as a grab bag of agencies and offices doing
a variety of issues not related to commerce. However, commerce is not limited to
the Fortune 500. Commerce includes the harvest every farmer brings to market, it

includes agricultural goods sold in this country and also exported abroad, it includes
the fish caught in this nation's waters and sold here and in other countries, it in-
cludes products and services provided by small businesses looking for markets both
domestically and internationally—anything bought and sold falls within the Depart-
ment of Commerce's jurisdiction as well as the tools to assist those transactions.
That is why the International Trade Administration, the United States Travel and
Tourism Administration, the National Oceanic and Atmospheric Administration,
and the Economic Development Administration are all within the Department of
Commerce.

In my own District, which is comprised primarily of farmers and small businesses,
the Department of Commerce helps both directly and indirectly. It provides busi-
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nesses with the tools and knowledge to export products abroad. Arkansas had a

total of $1.4 billion in exports in 1994 and 91,800 jobs supported by exports. In this

increasingly global society, we cannot eliminate or render ineffective the tools and
expertise needed to compete in this international marketplace.

Specifically, I am concerned about the continued cuts to the National Weatheriza-
tion Service which has already sustained significant cuts recently. This year, the
Service plans to eliminate the Agricultural Weather Forecast, the Special Agricul-

tural Weather Advisory, Weather Advisory for Ag Operations, Agricultural Observa-
tions, 30-day Agricultural Weather Outlook, International Weather and Crop Sum-
mary, National Agricultural Weather Highlights and the Agricultural Weather
Guidance and close seven Service offices providing agricultural weather services.

The weather services provided by NOAA assist farmers in their planting and har-

vesting decisions. Without this vital information, many farmers will find their crops

destroyed through draught or flood. Additionally, the Weather Service provides

quick and up to date information about impenaing flash floods or severe storm
warnings. I am not certain that the private industry will take over such activities

and the enormous expenses associated with the maintenance of the weather sat-

ellites.

Additionally, this bill immediately eliminates the U.S. Travel and Tourism Ad-
ministration. Tourism is the 2nd biggest industry in this country. It contributes over

6 million jobs directly and another 5 million indirectly. Tourism generates $380 bil-

lion in expenditures which results in a $22 billion trade surplus in 1994. It is also

very important to the health of my district which is becoming known for its natural

resources and outdoor activities.

I am also concerned about the elimination of the Economic Development Adminis-
tration. EDA provided assistance when an air force base in my District went
through expedited closure. Without this financial assistance, the city of Bl5^heville

would still De struggling to redevelop the area so long devoted to the Air Force. With
the new list of base closing, EDA's expertise and assistance will be in high demand.

I know that we can't keep the status quo. Vice President Gkire has worked with
all the agencies in his reinventing government initiative to streamline agencies to

make them more efficient. Recently, Secretary Hazel O'Leary impressed many in

this committee with her continuing efforts to cut waste and inefficient operations

at the Department of Energy. I look forward to Secretary Brown's testimony con-

cerning the restructuring of the Department of Commerce.
If we are going to dismantle a Federal agency, we should know why. We should

not just eliminate a Federal Agency for political reasons, but we should rely on
sound policy reasons. Let's examine the costs associated with moving people and of-

fices around. As shown with the Department of Energy, inner-agency streamlining

may make more sense and save the taxpayers more money than moving offices

around. And that's the bottom line—saving taxpayers' money without compromising
efficient government service. Thank you.

Prepared Statement of Hon. Bobby L. Rush, a Representative in Congress
From the State of Illinois

Mr. Chairman I want to thank you for holding this hearing on H.R. 1756, the De-

partment of Commerce Dismantling Act. This bill will dismantle the only Cabinet
level department that has, as its primary responsibility, the interest of American
business. The Department of Commerce plants the seed for future economic growth
that creates new businesses and is the cultivator of established businesses as they

expand in the overseas market.
All of our trading partners has its own counterpart to the Secretary of Commerce.

The functions of the Commerce Department must be represented at the Cabinet
level. U.S. business interests, which are the centerpiece of our economy, must have
ready access to the President and be the focal point of all decisions that can impact

their ability to compete as U.S. exporters.

If you compare the United States to our major trading partners, we rank dead
last in expenditures for export promotion in relation to the size of our economy. To
eliminate or fictionalize the advocacy that the Commerce Department provides with

the leaders of foreign governments will place in serious jeopardy our ability to make
gains against our global competitors.

In a Tetter to Chairman Bill Archer on behalf of the Business Roundtable, Jerry

Junldns, Chairman, President and CEO of Texas Instruments said, "Some have sug-

gested some Department of Commerce functions to the Department of State and
other agencies. Notwithstanding the increased role of the State Department in pro-

moting the interests of American business abroad, these functions should not be re-
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located in that Department or any other agency that would subordinate the Nation's

commercial interests to foreign policy or any other non-economic considerations. Nor
should thev be scattered among different departments. Such a dilution of resources

will only lead to less cohesive and effective programs in support of U.S. inter-

national competitiveness."
Mr. Junkins concerns on behalf of the largest companies can be multiplied and

felt by our Nations entrepreneurs as they attempt to flourish in the global market-

place. No one has felt the effects of fierce international competition more than
smaller U.S. companies. They must struggle to maintain their presence in the do-

mestic market while the prospect of doing business overseas dwindles each day.

With their limited resources already stretched to capacity, they put at risk their do-

mestic operations.
As we consider the plight of small business in both domestic and international

markets I want to express my concern for the future of the Minority Business Devel-

opment Agency. The MBDA was created in 1969 by President Nixon to "increase

the opportunity for minority entrepreneurs to participate in the free enterprise sys-

tem fiirough the formation, development and preservation of competitive minority

owned firms. This was the goal then and it still remains, minorities make up 25%
of the U.S. population but mey represent only 9% on the Nation's business owners.

Access to capital is one of the ^eatest hurtles that a minority business faces.

MBDA's "Access to Capital" initiative has provided access to financial resources for

minority entrepreneurs by spawning secondary markets for minority business loans

and loan review intervention. MBDA has signed memoranda of understanding with
NationsBank, Chemical Bank and the Bank of America, among others, assuring fo-

cused financial attention on minority businesses.

The trend among the minority-owned firms is an increase of technology-based en-

terprise. These technology-based enterprises better known as the information super-

highway or just plain telecommunications has the corporate world buzzing and fi-

nancial wizards awaiting the profits from these burgeoning markets. The National
Telecommunication and Information Agency is the only agency dedicated to assuring
that small U.S. businesses are not roaa kill on that information superhighway.
NTLA is the dedicated agency to develop high level telecommunications policy

within its own organization. It also utilizes the expertise of the Commerce Depart-
ment policies on trade, technology, standards and statistics. The telecommunications
and information industry is now the worlds largest economic sector, generating
more than $590 billion in annual revenues, and accounts for about 20% of the U.S.

economy. We must not allow the United States to get behind the curve and loose

the ability to be pro-active both in domestic and international markets.
Do U.S. businesses care about their ability to compete in the telecommunications

marketplace both domestic and international? Just ask each member of this commit-
tee how many times this nation's largest corporation have bent their ear with re-

gard to H.R. 1555, the Telecommunications Act of 1995. This is a big deal and did

they mention it means the survival of their company and thousands ofjobs I find

it irresponsible to consider a bill that calls for abolishing most of the NTLA functions
that work on behalf of these same companies.
Mr. Chairman I want to thank you again for scheduling this hearing on this po-

tentially devastating bill that will effect the ability of U.S. businesses and our econ-
omy to grow and prosper in the 21st century.

I ask for unanimous consent that the full text of the letter from Mr. Junkins to

Chairman of the Ways and Means Committee including a list of the membership
of the Policy Committee be inserted for the record.

I yield back the balance of my time.

The Business Roundtable,
Washington, DC, June 28, 1995.

Hon. Bill Archer
Chairman, Committee on Ways & Means, House of Representatives
Washington, DC
Dear Mr. Chairman: For many years. The Business Roundtable has been a vocal

advocate of balancing the federal budget by a date certain. It remains our number
one policy objective. We strongly support improving efficiencies and removing
redundancies in government programs and departments to support that objective.

Where there are valid reasons to maintain particular functions, it is critical to locate
them where taxpayers will get a proper return on their investment.
With respect to proposals currently under consideration to restructure the Depart-

ment of Commerce, the Roundtable believes that Congress should preserve those
core functions necessary for U.S. competitiveness, exports and jobs. Such functions
generally include: effective advocacy abroad and within the U.S. Government, fair
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and effective implementation and administration of U.S. trade laws, export pro-
motion and financing, liaison activities between the private sector and the govern-
ment and collection of information on foreign business opportunities.

It is also vital that those functions be maintained under the leadership of a Cabi-
net-level official whose primary responsibility is to focus on U.S. commercial inter-

ests, who has direct and ready access to the President, who speaks with a strong
voice for U.S. commercial interests within the government and who can actively sup-
port U.S. commercial opportunities.
Some have suggested transferring some Department of Commerce functions to the

Department of State and other agencies. Notwithstanding the increased role of the
State Department in promoting the interests of American business abroad, these
functions should not be relocated in that department or any other agency that would
subordinate the nation's commercial interests to foreign policy or any other non-eco-
nomic considerations. Nor should they be scattered among different departments.
Such a dilution of resources will only lead to less cohesive and effective programs
in support of U.S. international competitiveness.

Efforts to "reengineer" the current system are to be encouraged; however, they
must result in improvements. Proposals to dismantle the Department of Commerce's
international trade functions and divide them among other government agencies
would not achieve that goal. Therefore, we urge you to ensure that any restructur-
ing results in a system that supports U.S. efforts to compete effectively in the global
marketplace.

Sincerely,

Jerry R. Junkins,
Chairman, President & Chief Executive Officer,

Texas Instruments, Inc.

Chairman, The Business Roundtable International
Trade and Investment Task Force.

Mr. OXLEY. The gentlelady from Arkansas is recognized.
Mrs. Lincoln. Great. Thank you. I will try to be very brief. I

know these gentlemen have been very patient.

Mr. Chrysler, in H.R. 1756, where you would sell or eliminate
several of the offices, the rest of the Department is basically going
to be scattered among remaining Federal agencies, if I understand
it correctly. Besides the 25 percent savings that you get from an
across-the-board cut, what savings would result from moving the
various offices around, including the moving costs and accounting
for further personnel training and other things to accommodate for

those moves? Has that been calculated or costed out?
Mr. Chrysler. Yes, it has been calculated, and it is $7,765 bil-

lion over 5 years.

Mrs. Lincoln. $7.65 billion?

Mr. Chrysler. $7,765 billion would be saved, but the real sav-
ings, Mrs. Lincoln, would be simply from, you know, the Depart-
ment of Commerce gives away almost $1 billion a year right now.
If we no longer have a Department of Commerce we will stop giv-

ing away $1 billion a year and take that by however many years
you want to look into the future, and that is the real savings.

Mrs. Lincoln. I don't know what giveaways you are talking
about, but I assume these numbers have come to you from a cost

estimate from CBO?
Mr. Chrysler. CBO, absolutely.

Mrs. Lincoln. So those are the cost of savings over 7 years,
other than the 25 percent across-the-board cut; is that correct?
Mr. Chrysler. That is the almost $8 billion, yes.

Mrs. Lincoln. That is other than; is that correct?

Mr. Chrysler. Other than?
Mrs. Lincoln. The 25 percent across-the-board. That is account-

ing for the personnel retraining and the moving costs and the other
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disbursement of the remainders of the Department that you are
talking about doing?
Mr. Chrysler. Yes, those were Congressional Budget Office's

numbers that we received when we had the bill scored.

Mrs. Lincoln. One of the other questions I had, and I hate to

be redundant, and please, if I am, just be patient with me, was in

terms of the weatherization. I understand that your bill would fur-

ther cut the National Weather Service by 25 percent. Obviously,
this office has already seen or sustained some pretty heavy cuts
that have resulted in the elimination of many of the agricultural
informational services which are very key to the agricultural econ-
omy in my district, and farmers being able to prepare and under-
stand what is ahead of them in terms of the weather.
What would be the results of these further cuts to those weather-

ization programs and what information will remain for farmers
whose livelihood really relies on that accurate information?

I do understand that some privatization has been talked about,
but in my research I have found that basically the private entities

that are already out there depend on the accumulation of informa-
tion that is gathered by the weatherization service, the government
service.

Mr. Chrysler. They certainly do depend on the satellites that
are up there but, you know, private sector companies do own sat-

ellites, can own satellites or at least certainly buy some time on
satellites to gamer that information. And I guess the question you
ask yourself is, does the government really need to be in that busi-
ness or can it be performed adequately by the private sector? And
I believe that it can be, eventually all of it can be.

Mrs. Lincoln. Well, I guess to take that question just a little bit

further, if the private sector takes over that initiative or that part
of the weatherization, I guess some concern might be about na-
tional security in terms of travel, we are talking about airplanes,
we are talking about a whole host of different people who depend
on weatherization information. And in terms of national security,
what if it becomes privatized, owned by a foreign entity? Do we run
into the same problem we have addressed in this committee for air-

waves and other things?
Mr. Chrysler. I think that is the beauty of the private sector

businesses, either you do a good job or you are out of business, and
I would think that you would end up with a better job.

Mr. Levin. Mrs. Lincoln, could I just briefly say a word as you
finish this hearing?
Mrs. Lincoln. Certainly.
Mr. Levin. I think your questions are so germane. If the private

sector can do it better, it should be done. What this proposal raises,
I think, is just that question: In each and every instance can the
private sector do it better alone or should there be some kind of
a partnership between the Federal Government and the private
sector or the State Government and the private sector? Ajid my
only plea is that we have informed and not knee-jerk responses to
your question. If weatherization can be privatized, so be it. But it

is important that we not just take a mold and put it down on every
problem with blindfolders on and with earplugs in.

Mr. OxLEY. The gentlelady's time has expired.
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We are trying to get to the Secretary as best we can.
Mrs. Lincoln. Okay. Just to that question of national security,

I would be interested in your reply on that as well as there are no
private satellites currently, correct?

Mr. OxLEY. The gentleman from Oklahoma.
Mr. COBURN. Thank you, Mr. Chairman. I apologize for being

late.

Congressman Chrysler, can you tell me what the reaction has
been to your plan from current and former officials from the De-
partment of Commerce?
Mr. Chrysler. A number of those people, including the past

Commerce Department Secretary, Robert Mosbacher, was, in fact,

involved in the analysis part of this and looking over this. We were
working on this for about 6 months in looking at the different

phases, we kind of broke up the Department of Commerce in a lot

of different areas and then gave each person an area that they
could go into, literally made visits to the Department of Commerce.
The head of the Census Bureau in the Bush administration has

been involved in that, Mrs. Bryant, and she was a very instrumen-
tal part in giving us her recommendations and said absolutely we
should dismantle the Department of Commerce. And so we have
had a number of people, including people even in my office that
have worked at the Department of Commerce during their tenure
here in Federal Government, give input into it, a number of people
that have worked in the Department of Commerce almost unani-
mously say yes, we should dismantle this Department.
You know, in my business, if I would have had a department

that would have been this inward-looking and self-serving and self-

perpetuating, that is an absolute recipe for disaster and failure,

and I would have terminated that department immediately.
Mr. COBURN. Let me ask you one follow-up question. Have you

not been significantly encouraged by the vast majority of freshmen
Congressmen who have encouraged you in this regard and the feel-

ings that they get from their constituency that this is a proper op-
tion for us to look at in terms of eliminating departments such as
the Department of Commerce?
Mr. Chrysler. Certainly, the freshmen have been strong sup-

porters of this proposal. But at this point, there are many senior
Members of Congress that have signed on. It is a bipartisan sup-
port, Republicans and Democrats, freshmen, sophomores, juniors,

and on up. People with many, many years of experience have
signed on to the bill once the legislation was drafted.

Mr. COBURN. Thank you.
Mr. Chairman, I don't have any additional questions, yield back.

Mr. Oxley. The gentleman yields back.
I am going to yield to the gentleman from Michigan for one brief

question before we bring the Secretary of Commerce up.

Mr. DiNGELL. Mr. Chairman, I thank you.

This is an extraordinary courtesy.

Mr. Chrysler, you would abolish a number of agencies now with-
in the Department of Commerce, a number of others you would
move to other agencies and cut them 25 percent. What is the sig-

nificance of the 25 percent cut? Why did you choose a 25 percent
cut?
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Mr. Chrysler. In many cases, where we are folding departments

together and where departments are dupHcated.

Mr. DiNGELL. But why did you cut them 25 percent, why didn't

you cut them 18 percent or 42 percent or 55 percent?

Mr. Chrysler. It was an analysis that was made based on what
kind of savings in overhead we could save by consolidating in dif-

ferent departments.
Mr. DiNGELL. Do you know that 25 percent is the overhead fig-

ure? Is 25 percent the overhead figure?

Mr. Chrysler. That was the number, yes.

Mr. DiNGELL. Where did you get that number?
Mr. Chrysler. That was one that was recommended to us by

0MB.
Mr. DiNGELL. By who?
Mr. Chrysler. OMB.
Mr. DiNGELL. OMB said 25 percent?

Mr. Chrysler. CBO, I am sorry, I will get it right. I am still a

freshman. When I am here for 42 years such as you
Mr. DiNGELL. They said that is the overhead that all these agen-

cies paid to the Department of which they are a part?

Mr. Chrysler. No.
Mr. DiNGELL. I am trying to figure out where you get the num-

ber. So you think the cut, that 25 percent is their contribution to

the overhead of the Department, and that every Agency in the De-
partment of Commerce pays 25 percent for overhead to the Depart-

ment of Commerce; is that right?

Mr. Chrysler. Well, in fact, the 25 percent is paid to the Depart-
ment of Commerce by, as an example. Patents and Trademarks. A
25 percent stipend is paid to the Department of Commerce. That
amounts to about $111 million a year. Now the Department of

Commerce only acknowledges that they receive $86 million a year.

Mr. DiNGELL. I am still trying to understand what this 25 per-

cent is, how you got it, and why. Is this the overhead that is paid

by all of the Agencies to the Department of Commerce or is this

a number that CBO got from the air somewhere?
Mr. Chrysler. No, that is a number that the Department of

Commerce is currently charging the Patents and Trademark Office

just for the pleasure of being in the Department of Commerce, 25
percent.

Mr. DiNGELL. Okay.
But you don't know that is the case in all of the agencies in the

Department of Commerce, that that is their overhead contribution

to the Department?
Mr. Chrysler. The Patents and Trademarks are self-funding,

and so they are charged that by the Department of Commerce, 25
percent.

Mr. DiNGELL. But you don't know if that is the case with all of

them.
Mr. Chrysler. No.
Mr. DiNGELL. Now, let's go to the next question. You are going

to cut all these 25 percent, you are going to move them to another
department, and are you going to reimburse them, then, for the
overhead they have lost?
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Let's say you are going to move the foreign trade operations to

another agency. Are you going to then give them the 25 percent

that they are going to have to give to the other agency or are you
not?
What I am trying to understand, is this just a simple 25 percent

cut that you are going to be giving all these agencies?

Mr. Chrysler. The 25 percent cut for the Patents and Trade-
marks Department, that is the amount they pay to the Department
of Commerce just for the pleasure of being in the office.

Mr. DiNGELL. So they are going to move to another agency, and
they are going to have to come up with the overhead they will have
to pay to that new department. Where are they going to get that

money or is this just a 25 percent cut in the services that they are

going to be able to give to the—in terms of service, like on foreign

trade promotion, things of that kind?
Mr. Chrysler. No government agency should pay any other gov-

ernment agency a 25 percent stipend just to be in that department.

That is a total waste of taxpayers' money.
Mr. DiNGELL. Do you know that all the Agencies in the Depart-

ment of Commerce do this?

Mr. Chrysler. I am talking about the Patents and Trademarks.
Mr. DiNGELL. I am not talking about the Patents. I am talking

about all the other agencies.

Mr. Chrysler. That is the only one we have identified.

Mr. DiNGELL. That is the only one you have identified.

Mr. Chairman, could we have the assistance of the staff in estab-

lishing how much each of these agencies pays to the Department
of Commerce on overhead, what the practical effect on all these

agencies would be in terms of the 25 percent cut which they would
receive?

Mr. OXLEY. I am sure that information could be elicited from our
four more panels.

Mr. DiNGELL. And I know that I will have the cooperation of

Mr. OxLEY. It has been a pleasure to have you gentlemen. You
are excused. We thank you for your participation.

Mr. Chrysler. Thank you.

Mr. OxLEY. Dick, you can consider yourself no longer a freshman
after this.

Mr. DiNGELL. Mr. Chairman, while we are waiting, could I ask
unanimous consent to insert in the record a number of letters that

I have received from Michigan businesses and educators, and so

forth, about this bill?

Mr. OxLEY. Without objection.

Mr. DiNGELL. Thank you, Mr. Chairman.
[The letters and attachments referred to follow:]

Letters Relating to Proposed Legislation to Dismantle the U.S. Department
OF Commerce

trade/export

Jack L. Thompson, President, Monroe Auto Equipment, Monroe, Ml.

Dennis W. Archer, Mayor, City of Detroit.

Michael J. Cole, Vice President, Donnelly Corp., Holland, MI.

RajTnond J. Gaynor, International Director, Mechanical Dynamics, Inc., Ann
Arbor, MI.
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Edwsird W. Kokmeyer, President, American Broach & Machine Co., Ann Arbor,

MI.

Edward A. Massura, Arthur Andersen LLP, Detroit, ML
Donald G. Keesee, President, Keesee & Associates, Birmingham, ML
Charles Robrecht, Vice President, Tim Gilson, New Ventures Manager, Gelman

Sciences, Ann Arbor, ML
Joseph L. Primeau, International Sales Manager, Acromag, Inc., Wixom, MI.

Gladson Remos, International Technical Director, INCOE Corp., Troy, MI.

Dianne S. Blamer, Export Manager, Second Chance Body Armor, Inc., Central
Lake, MI.

Frank H. Commiskey, Director/General Manager, James A. Haworth, Export
Manager, Horiba Instruments, Inc., Ann Arbor, ML

Charles E. McCallum, Esq., Warner Norcross & Judd, Grand Rapids, MI.

Clarence M. Rivette, Chief Operating Officer, Amigo Mobility International, Inc.,

Bridgeport, MI.

Dan Muelenberg, President, Muelenberg International, Ltd., Grand Rapids, MI.

Birgit M. Klohs, President, The Right Place Program, Grand Rapids, MI.

D.R. Zelek, Vice President, AMPRO Industries, Inc., Bradley, MI.

Thomas E. Haan, Executive Vice President, Durametallic, Kalamazoo, MI.

Mark D. Basile, President, Healthmark Industries Co., St. Clair Shores, MI.

Kevin H. McKervey, Chairman, World Trade Club, Greater Detroit Chamber of

Commerce, Detroit, MI.

Ken Van Tol, Cheesebrough Wood Rakes & Specialties, Freeport, MI.

David J. Spyker, President, JWI, Holland, MI.

Ginger L. Lantz, Manager of China Business Development, Electro-Wire Products,
Inc., Dearborn, ML
Dale W. Koop, Vice President, Hastings Manufacturing Company, Hastings, MI.

Don R. Seale, Director of International Sales, Bissell, Inc., Grand Rapids, ML
George N. Herrera, Director of International Sales, MASCO Corp., Taylor, MI.

Gerald A. Hilty, Vice President, Rapistan Demag Corp., Grand Rapids, MI.

Brad Carson, Vice President, Johnston Boiler Company, Ferrysburg, MI.

A.J. Takacs, Vice President of Government Relations, Whirlpool Corp., St. Joseph,
MI.

Andrew Murch, President, Burke E. Porter Machinery Company, Holland, MI.

Michael Bee, Manager of International Sales & Marketing, Hart & Cooley, Inc.,

Holland, MI.

Kenneth Kensington, CEO, VIATEC, Inc., Hastings, MI.

John R. Dixon, Plant Manager, Medusa Cement Company, Charlevoix, MI.

Dale Apley, Director of Public Policy, Ann Arbor Area Chamber of Commerce, Ann
Arbor, ML
Robert J. Huisingh, Sales Manager, LORIN Industries, Muskegon, MI.

Matthew P. Marko, Vice President, CORE Industries, Bloomfield Hills, MI.

Monty E. Vincent, President, Arbor Technologies, Inc., Ann Arbor, MI.

Richard N. Sams, President, Sams, Inc., Ann Arbor, MI.

R.E. Masnari, International Sales Manager, Armstrong International, Inc., Three
Rivers, MI.

Patrick A. Dell, Manager, International Operations, Moti Enterprises Inter-
national, Sterling Heights, MI.

Joseph C. Schmeider, Vice President, Oliver Business Products, Grand Rapids,
MI.

COMMUNITY INVESTMENT

Wilbur Ingrham, Chairperson, Southwestern Michigan Commission, Benton Har-
bor, MI.

Raymond Rathbun, Chairman, West Michigan Shoreline Regional Development
Commission, Muskegon, MI.

Robert G. Kudney, Chairman, East Central Michigan Planning & Development
Commission, Saginaw, MI.
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Richard J. Beldin, Associate Director, Northwest Michigan Council of Govern-

ments, Traverses City, MI.

Jon W. Coleman, Chair, Lansing Regional Economic Redevelopment Team, Lan-

sing, ML
Gerald Perreault, Cheiirperson, Western Upper Peninsula Planning & Develop-

ment Regional Commission, Houghton, ML
Joyce Tuharsky, Director, West Michigan Regional Planning Commission, Grand

Rapids, ML

TELECOMMUNICATIONS AND INFORMATION

Constance P. Julius, Director of Telecommunications, Michigan Community Col-

lege Association, Lansing, ML
Michael J. Donahue, Ph.D., Executive Director, Great Lakes Commission, Ann

Arbor, ML
Scott Seaman, General Manager, Northern Michigan University Public Broadcast-

ing Services, Marquette, MI.

Jeffrey S. Wehl, Senior Data Analyst, Michigan Association for Local Public

Health.

Robert F. Larson, President, WTVS/Detroit Public Television, Detroit, MI.

Jack A. Keck, Director, PACE Telecommunications Consortium, Indian River, MI.

Dave Myers, General Manager, Blue Lake Public Radio, Twin Lake, MI.

Thomas Hunt, Manager, Central Michigan University Public Radio, Mt. Pleasant,

MI.

Steve Meuche, Director of Broadcasting Services, WKAR/Michigan State Univer-

sity, East Lansing, MI.

Robert Townsend, Director, Regional Educational Media Center 10, Cass City, MI.

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION

Van W. Snider, Jr., President, Michigan Boating Industries Association, North-

ville, MI.

Robert C. Haas, Biologist In Charge, Lake St. Clair Fisheries Research Station,

Mt. Clemens, ML
John A. DeKam, Superintendent, Bay Metropolitan Water Treatment Plant, Bay

City, MI.

Jon G. Stanley, Ph.D., University of Michigan, Ann Arbor, MI.

Michael J. Donahue, Ph.D., Executive Director, Great Lakes Commission, Ann
Arbor, MI.

Robert A. Shuchman, Ph.D., Environmental Research Institute of Michigan, Ann
Arbor, MI.

Chris Goddard, Executive Secretary, Great Lakes Fishery Commission, Ann
Arbor, MI.

Guy A. Meadows, Acting Director, University of Michigan College of Engineering,

Ann Arbor, MI.

W. Charles Kerfoot, Director, Lake Superior Ecosystem Research Center, Hough-
ton, MI.

Wilfred L. LePage, Superintendent, Water Treatment and Pumping Division,

Monroe Water Department, Monroe, MI. Nick Blackstone, Vice President, National

Marine Manufacturers Association, Washington, D.C.

Dale R. Tahtinen, Ph.D., Vice President for Governmental Relations, Michigan

Technological University, Houghton, MI.

John P. Giesy, Distinguished Professor, Michigan State University, East Lansing,

MI.

TECHNOLOGY/STANDARDS

Keith F. Blurton, President, MERRA, Ann Arbor, MI.

R.J. Pangborn, Vice President, Ventures/Central R&D, The Dow Chemical Com-
pany, Midland, ML
Dwight D. Carlson, President, Perceptron, Farmington Hills, MI.



72

Theo D. Merrill, Executive Director, Automotive Industry Action Group, South-

field, MI.

Ernest O. Vahala, President, Auto Body Consortium, Ann Arbor, MI.

W.C. Dyer, Executive Director, Midwest Manufacturing Technology Center, Ann
Arbor, MI.

Bill Kalmar, Director, Michigan Quality Council, Rochester, MI.

Robin J. Hood, Director, Central Instrumentation Facility, Wa5Tie State Univer-
sity, Detroit, MI.

Charles R. Cowley, Professor, University of Michigan, Ann Arbor, MI.

M.M. Calhoun, Quality Assurance Manager, Sprague Prutsman, Inc., Traverse
City, MI.

John F. White, Director, Center for Electronic Commerce, Industrial Technology
Institute, Ann Arbor. MI.

Janice L. Karcher, Program Manager, Innovation Council, Flint, MI.

William J. Donohue, President, Focus Fund, Inc., Flint, MI.

Ronald M. Prime, President, Atlas Technologies, Fenton, MI.

Robert T. Sibilsky, Vice President, Compak, Inc., Flint, MI.

Paul Semerad, President, Semtron, Inc., Flint, MI. Joseph L. Scott, Vice Presi-

dent, lATRICS, Fenton, MI.

Kevin Moore, General Manager, Products Limited, Sterling Heights, MI.

Brian K. Gillum, President, Gilco Inc., Roseville, MI.

Gene P. Reck, Professor of Chemistry, Wayne State University, Detroit, MI.

Selected Quotations From Michigan Letters on Proposed Dismantlement of
THE Commerce Department

trade and export activities

"The aggressive trade promotion policies of our government, coupled with knowl-
edgeable human resources, is adding value to my company's efforts to compete in

worldwide markets. The beneficiaries of these actions are [our] shareholders, our
employees domestically and abroad, and the communities in which we reside."

Jack Thompson, Monroe Auto Equipment, Monroe, Michigan

"With our country's balance of trade problems, we hope the business community
and general public realizes how important the Department of Commerce Inter-

national Trade Administration is to creating jobs and allowing small companies to

compete in the global market."

Edward Kokmeyer, American Broach & Machine Co., Ann Arbor, Michigan

"I have had the opportunity to work with individuals from many professional or-

ganizations, both in the public and private sector, and I can honestly say the De-
partment of Commerce trade specialists are outstanding representatives of special-

ists in this field. I would thoroughly encourage you to fund the activities of the De-
partment of Commerce."

Edward A. Massura, Arthiu* Andersen & Co., Detroit, Michigan

"Why would we even rationally consider the elimination of Commerce which since

the mid-1980's has concentrated on helping small- and medium-sized firms export.

These are the same companies that have driven our surge in exports and our growth
in employment. Are we trying to 'kill the goose that lays the golden egg"?"

Donald G. Keesee, Keesee & Associates, Birmingham, Michigan

"The Department of Commerce is a very effective department which is of great
help to small and medium scale industries."

Gladson Remos, INCOE Corp., Troy, Michigan

"I cannot begin to comprehend the thought processes behind the abolishment of

the one governmental agency that is so in tune and involved with the United States
taking its rightful place in the newly emerging global economy. To divide the re-

sponsibilities of the Commerce Department and to disperse them to other agencies
would simply mean overtaxing already stressed agencies and diluting the effective-

ness of their services."

Dianne Blamer, Second Chance Body Armor, Inc., Central Lake, Michigan
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"The foreign service staff has been helpful and courteous, a true gem among the

federal bureaucracy."

Mark Basile, Healthmark Industries, St. Clair Shores, Michigan

"The 153 families at JWI are strongly committed to maintaining an active inter-

national presence and urge you to strongly support retention of the Domestic Com-
mercial Service."

David Spyker, JWI, Inc., Holland, Michigan

"These opponents to the Department of Commerce must have their heads in the

sand or are simply choosing to ignore what other governments, specifically Japan,
do to support private enterprise."

Ginger Lantz, Electro-Wire Products, Inc., Dearborn, Michigan

"I have frequently used these programs, and they have proven to increase export

sales and thus help the economy of our country."

Don Seale, Bissell, Inc., Grand Rapids, Michigan

"Our competition from other industrial countries have already teamed with their

government to a far greater level of support and financial backing than anything
the United States Government has ever considered ... If there is a reduction in the

size, or the elimination of the Department of Commerce, many small and medium
size U.S. manufacturers who want to enter the export market may never have that

opportunity."

Brad Carson, Johnston Boiler Company, Ferrysburg, Michigan

"Moving the functions of the International Trade Administration to the U.S. Inter-

national Trade Commission, to the Treasury Department, to the Office of the U.S.

Trade Representative, or to some other agency would not save any tax dollars and
would result in less effective enforcement of U.S. unfair trade laws and less effective

export promotion."

John Dixon, Medusa Cement Co., Charlevoix, Michigan

"As for the buzz-word, 'corporate welfare,' it's a sad misnomer to apply it to DOC/
ITA, because their services are actually a 'corporate investment,' since they help

with job creation or stabilization."

A.J. Takacs, Whirlpool Corp., St. Joseph, Michigan

"The elimination of the Department of Commerce and the resulting termination

of the Domestic Commercial Service would be a step backwards that would not only

limit the growth of new jobs in the U.S. but cause us to be left behind in inter-

national competition."

Andrew Murch, Burke E. Porter Machinery Company, Grand Rapids,

Michigan

"This valuable program is an 'INVESTMENT' that produces returns back to the

American taxpayers with more high-paying skilled jobs, higher tax pajdng citizens,

U.S.A. purchased materials, etc."

Kenneth Kensington, Viatec, Inc., Hastings, Michigan

"I humbly ask you to do whatever you can to help strengthen the Department of

Commerce, rather than to see it diminish, melt into other committees, or become
non-existent. We need them."

Monty Vincent, Arbor Technologies, Inc., Ann Arbor, Michigan

"With an expanding global economy and increasing challenges facing U.S. compa-
nies, U.S. businesses today have a critical need for assistance from the U.S. Depart-

ment of Commerce to enter and successfully compete in world markets."

Richard Sams, Sams, Inc., Ann Arbor, Michigan

COMMUNITY INVESTMENT

"The Department of Commerce has been a job-creation machine for the State of

Michigan and our cities."

Dennis Archer, Mayor, City of Detroit

"An elimination of EDA and the district program would create a gap in service

delivery that is currently very critical in an era of a shrinking federal role."

Wilbur Ingrham, Southwestern Michigan Commission, Benton Harbor,
Michigan
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"We need federal programs like EDA to continue in partnership with State, local

and private investment to provide economic incentives that have been proven to

work in stimulating growth, creating jobs and generating revenues."

Gerald Perreault, Western Upper Peninsula Planning «& Development Re-

gional Commission, Houghton, Michigan

"Creating good private sector jobs is the best way to increase the welfare of our

citizens without dependence on handouts . . . EDA is leading the way on regional co-

operative efforts to retain, expand and attract jobs."

Jon Coleman, Lansing Regional Economic Development Team, Lansing,

Michigan

"Since 1975, we have been instrumental in leveraging small federal investments

with local and private sector funds to stimulate private sector growth and job cre-

ation."

Raymond Rathbun, West Michigan Shoreline Regional Development Com-
mission, Muskegon, Michigan

"The EDA has been of strategic importance to our Region by creating jobs for our

local communities."

Robert Cudney, East Central Michigan Planning & Development Region,

Saginaw, Michigan

TELECOMMUNICATIONS & INFORMATION

"The careful attention to detail, pursuing and directing monies to those most in

need or to the programs that would directly further educational use of telecommuni-

cation networks, were supported each year. There were no frills or waste in any
sense either in the use of professionals' time or successful entry into the use of tele-

communications to the NTL\ grant programs."

Constance Julius, Michigan Community College Association, Lansing,

Michigan

"It would truly be a shame to eliminate a program that does such good work to

ensure that our national information infrastructure will continue to serve the public

good, especially by improving the health of Michigan's citizens."

Jeffrey Weihl, Michigan Association for Local Public Health, Lansing,

Michigan

"Because of PACE Telecommunications' receiving financial support in the form of

these grants from NTIA/PTPF sections of the Department of Commerce, it has been
able to interconnect 16 school districts and reach home viewers totalling approxi-

mately 16,000 subscribers."

Jack Keck, PACE Telecommunications Consortium, Indian River, Michigan

"We strongly encourage the committee to defeat any attempt to weaken the public

broadcasting system by eliminating the NTIA and its programs."

Dave Myers, Blue Lake Public Radio, Twin Lake, Michigan

"NTIA funding fosters regional and local programming and public access. Reduc-
tion or elimination of these funds contributes to the danger that many public sta-

tions will be forced to cease operations, thereby taking away service to many smaller
communities."

Thomas Hunt, CMU Public Radio, Mt. Pleasant, Michigan

"It is inconceivable to me that members of Congress would even think about elimi-

nating the NTIA at a time when the information explosion threatens to overwhelm
us."

Robert Townsend, Regional Educational Media Center 10, Cass City, Michi-
gan

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION

"The staff of aquatic scientists and technicians at NCAA's Ann Arbor lab are very
knowledgeable and competent scientists that have been conducting valuable studies

on lower trophic levels, including physical and biological aspects, of the Great Lakes
ecosystem."

Robert Haas. Lake St. Clair Fisheries Research Station, Mt. Clemens,
Michigan
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"I speak from personal experience in sa3ang that the Director and staff of

[GLERL] exhibited the highest level of public service and delivered quality informa-

tion essential for ecosystem management of the Great Lakes."

Jon Stanley, University of Michigan, Ann Arbor, Michigan

"I speak on behalf of the entire eight state membership of the Great Lakes Com-
mission which, by unanimous and enthusiastic vote, has adopted a policy position

in support of continued and enhanced GLERL funding."

Michael Donahue, Great Lakes Commission, Ann Arbor, Michigan

"The proposed dismantling of the Department of Commerce will, if implemented,

result in the loss of essential scientific infrastructure for the Great Lakes.

'

Chris Goddard, Great Lakes Fishery Commission, Ann Arbor, Michigan

"Working to insure clean, safe drinking water, a safe and hazard free transpor-

tation system, and understanding the complex interactions controlling the Great

Lakes ecosystem are only a few of NOAA's major accomplishments."

Guy Meadows, University of Michigan, Ann Arbor, Michigan

"The proposed legislation is akin to Sherman's march to the sea in the damage
that it will do to forecasting and research programs related to marine and Great

Lakes' transportation, weather, water quality and ecosystem health research."

Charles Kerfoot, Michigan Technological University, Houghton, Michigan

"I am very concerned about (1) the irreparable harm to our nation's observing sys-

tems for weather and severe storms; (2) the abrupt stop of data flow essential to

environmental studies that affect this nation's well-being; and (3) the harm to a

large range of basic science research currently on-going throughout the country that

would result if this bill is enacted."

Robert Shuchman, Environmental Research Institute of Michigan, Ann
Arbor, Michigan

technology/standards

"Our members believe the ATP is important in transferring the results of fun-

damental research into practical products. This results in the creation of jobs and
an increase in export sales."

Keith Blurton, MERRA, Ann Arbor, Michigan

"The ATP is one of the few federal programs which targets civilian commercial

technology development as a goal for improving U.S. competitiveness."

R.J. Pangbom, Dow Chemical, Midland, Michigan

"Our NIST ATP experience over the past four years has been one of unqualified

success."

Dwight Carlson, Percptron, Ann Arbor, Michigan

"It is quite ironic that members of the House of Representatives from Michigan

introduced [H.R. 1756], because the ATP is positively impacting a substantial part

of the Michigan-based automotive industry."

Ernest Vahala, Auto Body Consortium, Ann Arbor, Michigan

"I believe there is value in having a cabinet level department working for and
with American enterprise. I also believe that the prospect of shutting down an en-

tire business division of government without a thorough exemiination is, at the very

least, unwise."

W.C. Dyer, Midwest Manufacturing Technology Center, Ann Arbor, Michi-

gan

"Your support in defeating H.R. 1756 will be appreciated."

Theo Merrill, Automotive Industry Action Group, Southfield, Michigan
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Monro« Auto Equlpmant o.^..-,;,.« ffSSj

J-ly 20, 1995

The Kcnorable John D. Cing«ll
U.S. HouB* ot R«prc«*ntatlves
WaaMngton, CC 3051S

Dear Congreainun Dir.gell

By v«y of Chi« latttr. I would Uk« to calc« cha opportuxixcy tocotmenc on cha pandlng legialation to atooliih tha Dapartmant of
Cdicnerca.

m the Uac two yeatt. Monroa Auto Equlprant Conipajjy, « diviaion
of Tanr.eco Ajcoraoclva, haa fcond the Contnerce Departraant to have
baan a critical partner In aeveral luportant buainaaa aituacona
Tha aggreaalve trade procotion pollciaa of our govarnoent
coupled with )cnowledgeabla K\jran reaourcea, ia adding value to mvcompany" a efforts to competa in worldwide irarketa. Tha
banef tciarles of thaaa actlona are Tenneco aharaholdara, our
ereployaee domeatlcally and abroad, and tha coamunitlea In which
wa reside.

Rapreaancativee from Tenneco A.ucoraotS.ve have accompanied other
a. 9. aucotTOtlva parte manuf acturera on Coffn\arce Department
sponsored Automotive Matchmaker missions to the ccuntrlea ot theAaaociatlon of Souch Eaat Aalan Nation* (ASEAN), and moat
racencly to China, -niefe geographic regions represent soae o*
the highest potential opportunitiee for the locg-term growth ot
.Monro* aa their reapective automotive mduatriea develop Thecoordination by the Departnent of Coranvarca effectively focuaed
our efforts to Interview potential joint venture part.nara and
evaluate the automotive aarkat prospects. Tha Departirvenc'

a

preeaoce alao parwittad us co cocnunicata our concema to thoaa
foreign govamttant officiale who are developing public policies
that will dafina InvaaciMats auch aa oura. It haa been clear
froca thaaa visits that cotaponenc manufacturera from other
countriea are making the same rounds with tha assistance of -^airreapaccive govemnenca in order to develop a competitive
advantage In these markets.

In January, Richard Snail, the CEO of Tenneco Automotive,
accompanied Secretary Ron Brown on tha trade miaslon to India
With tha Imprimatur of the Secretary, our company was able to
aign a joint venture agreement with the Indian rarkat leader that
vlll reault ia tha production of Monroa ahock absorbere within
the year. Coirnerce Cepartient and CS. raiaaay off'ciala 1- K*w
:;elhi .-.ave ccntlr.uad to work with Tenneco A,uton»otlve to DU'iuepolicies wvth tie Indian govemr-ent that will encourage thebroader availability and uaa of unleaded fuel. Thle wil' t' ' eiwfor Che l.Ttroduction of Improved emission control devices

'"

including catalytic converters on vehicles.

I lenovr you are q-jite aware that the successful coaclislon of tha
a. S -Japan Autoioclve Framework diacusalons will provide
significantly Improved opportuaitiea to serve the Japaneseautomotive r\ark*t

. Tbeae opportunltiea wj.ll occur both in theU.S. and Japan. The leaderaaip and marahalicg of approoriataresources by Ambaaeador JCantcr and Secretary Brown were tntaa-«-
to concluding this exhaustiv, n-.ulti-year dispute. Ka^pino r\lO.S. automotive par-ta sector Involved and providinq a vole* >«,-
It during difficult times i« directly attributable to f*
jovei-rjneat professionala wi-.o worked tlreieasly on thia issue
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Oth«r T«nr.€CO divteion*, including :i«%*porr !7«wa Shtpbulldlno
pacJtagmg Corporation of Aax^rlca, and T«nn«co Cac h*v« aought and
r«ceiv»<i advocacy ajiiscanca from tha Cocaiarca Cepartin«r.t , in
addition, wa have found the econooiic information reaources
available through tha Deparcnant'a varioua prsgrajna to b« helpful
in tha devalopment of scrattgic bualnaaa placs.

Theae ara aoma of tha mora concrate axanplea Ln which tha
paxciclpacion of tha Coamarca 0«partneac - aa our partner in
buameaa developoent -- la mailing a poaitiva difference in the
future of Monroe Auto Bquipneot Company.

KM a buslnaasman, I find the afforta to straanline th« federal
govemmenc and reduce che deficit to be laudable and in concert
with the busineaa community* • interest to create a atroag
econocoy. In the final analysia, : believe a Cabinat-leval
depaxtment focused upon export opportunltlea and the proaotion of
international market developcnant vill beat serve the country at a
tis* when global coapetitloo ia at iti keenest. I hope you and
other Members of Congress will find ways to keep U.S. assets,
like cba Coorearce Department, involved in the kinds of activities
aa I have outlined above. Thaae public officials are addlag
great value to U.S. cltiieas, coomunitles, and c\ir coo^>aniea.

The bottca line is the creation of sore jobs in the CSX froo
successful competition in the global ttiarketplace.

Tha.TX you f-3r your -ime in cocjiiaring =y v-.ewt on this catter
Please lee .->e know if I can provide you with addlcional
loforwation.

Sincerely,

tJhyf^^ r

Acromag

tck L. Th</3ipson
President

30765 W.iom Road. PO Box 137 Wuom Ml 44393-7037 USA

Ttl: (8iO)624-iS4l Fh: (8i0)62*-9234

July 17. 1995

Congrcisraan John D. Dingdi

U.S. House of Rcprescntiiivcs

Cornraiiicc on GDrarr.crcc

Roora 2125. Raybum House Office Building

Washington DC. 20515-€1 15

Congressman DingcU.

I recently had a chance to review informauon concerning House Bill H.R. 1756 and I strongly

oppose its plan to eliminate i>.e Deparcmcni of Commerce. I am the International Saks Manager

for • sraall electronic firm. Acromag, Inc. The planned change as proposed in H.R. 1756 would

senously impact my company's current plans to expand our export market
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Four years ago Acromags inismational sales amounted lo less than five percent of our total
business. Through the valuable services and the encouragement provided by the local office ol
the Department of Commerce, Acromag has expanded its international sales to over twentv
percent of our total business. '

Prior to 1990 Acromag's international sales were primarily in Canada and central Europe. As
these mailLets changed and shrdnk. so did Acromagi inicrnauonal sales. AAer taking over the
posiuon of Intemauonal Sales Manager in 1990, I made contaa with the Department of
Commerce and was provided with information on a number of countries worldwide that would
readUy fit our market. Of particular importance were Japan, Korea, and the rest of the Asiaa
market.

^^

Based on research infoonauon provided by Commerce and their assistance in searching for
distributors of prodjcts similar to Acromags, we have been able to luccessfuUy expand our saks
into both the Asian and Middle East maricei. This would have been difTicult or even impossible
for a smaU company like Acromag to accomplish if we had to do all of the market research
ourselves or pay an outside firm to do this research for us.

In addition to providing market specific research, the Department of Commerce help insuttd the
success of visits to these new cxpon markets by providing us with names of companies who
would be mtercsied in distributing or purchasing our products. Aoomag's management wouU
have been very reluctant (as they should be) to allow the expenditure of thousands of doUan to
travel to Asia for several weeks without being assured the visits wouW be successfuL Contaca
provided by the Dcpanment of Commerce insured that each visit was a success.

When I look at the future prospccu for Acromag. 1 see that for our intemauonai sales to crowwe wil need to expand into Central and South Amcnca as weU as Mexico. These countries Do^i
i paniculariy unique problem in that the available market rcscanrh from the private scctorTr
these countries offered is very limited. In addiUon. the uiformauon that is available is tareet^
towards very large market segments such as the auiomouve indusu^.

We would expect to have to make an investment of thirty to fifty thousand doUan a vear to
undertake tne raariceting research needed to enter the South American market TTus mav be .
small araoum for a large company, but is a large investment for a small company RecendvAcromag has been working with the Commerce Department to obtain market research on our
industry in many of the South American countries.

Beyond maritet research. Acromag has been working with the Commerce Department with rccanl
to the upcoming Rcpreseniaciones Guadalajara "95 Trade Show. This show provides r^
access to distributers and represenuuves from the Mexican maricet as weU as cduca^n
concerning the social and business practices of Mexico.

-^uon

This trade show will allow me to vuit Mexico for as Utile as three days and have the opportunity
to talk with the leadmg distributors m the industry. Access to a broad base of distributor's for our
type of products will allow me to readUy pinpouii maricet requirements and the diiTeZ
disinbution ^hmques available. This is a unique service the Department of Commerce provi^
for smaU U^S. companies. Such services insure that small American companies can continue toexpand in the export maricet, thus strengthening the overall economy of the United Slates.

It is my hope that you wiU seriously take into considerauon the requirrmenu of small compames
liki Acromag. Inc. m considering the future of the Department of Commerce, Possibly allnamof the Department of Commerce do not need to continue in their present form, but Oy, ser^provided to the small business m the United Suies and their continued push into the^S
""^iL n^"^"^- ^ "^ "•^- " '° ^°"^"« "^ "^^ competidve in the worid^
marice^ u wiU need smaU and medium-size companies to continue to exj^ their expo^ma^U u those ^mpames that are willing to make inv^cnents teamed Jith the resou^ of^Commerce Department that will insure the long-term growth of cxpons.

"« oi tftc
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I look forward to your report on this issue If you or any of your sulT would like lo discuss this

with me, I would be more ihan happy to provide you the lime.

Best regards.

Joseph L. Primeau

International Sales Manager

AcTomag. Inc.

In healthmark
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35i5 State Street

Soglnow, Ml 48602

Telephone:

(517) 797-O800

Fax:

(517)797-0896

Rldeshore:

(517) 797-088S

East Central Michigan
Planning & Development Region

July 20. 1995

The Hononble John D. Din^ell

Ru\kit\g Member
U.S. House of Represenoiives

Commiaee on Commerce
Room 2122 Raybum House OfTice Butldtnc

Wishirtgton. D.C. 20513-«115

Dear Represenative Dingeil:

This teoer is m reference to H.R. 1756 recently introduced in the House
of Represenatives to abolish the Depanmeot of Commerce. The East

Central Michigan Planning and Developmeac Regional Conunissioo which
represena 33S local governments in Michigan is opposed to the

elimination of the U.S. Depanmeni of Commerce and its subsidiary

agencies. It is our Commission's percqwioo that the U.S. Department of

Commerce performs an important role in expaitding inrvestmem

opportunities for American busiitesses abroad. This in turn, creates jobs

for American workers and strengthens our domestic economy.

Our Regional Commission has worked closely with the U.S. Department

of Commerce's Economic Developmea Administration (EDA). The EDA
has been of strategic importance to our Regbn by creating jobs for oui

kxal oommunitiea. The East Central Michigan Planning and Develcvioem

Regional Commission is an EDA Economic Development Distria whitii

serves fourteen counties, their 324 sub-county local govenunena and ottt

tribal government. Our organizatioa provides a variety of services K> thesi

communities and their businesses inchiding comprehensive eoonomk
development planning, transponatioa planning, eavirotunerua

management, rideshare coord inatioa, demographic servkes an
governmental planning.

Aftnoc

Boy

Oon
Clodwin

Crariot

Huron

Iosco

IsQbeUa

KOtttand

Ogrmam
Roacommon \

The CUy of Alma Industrial Park received rwo EDA grants of S578.6«0. This Cttified

Park has Alma Products Co. and United Technologies Corp. employing 811 persons in lu

expartded Nonh Section. The older South Section has LobdeU-En?iin' .Mfg. Co. and Total

Petroleum, Inc. employiog 880 persons.

Our Region has been responsible for developing a number of vital project

for our member communities, such as:

The Iosco County Wurtsmith AFB CooverskMi Title DC grant ol

S9.717.500 has created 644 of the 700 civilian jobs km in 1993

Amerkao IntematkMial Airways empioys 325 persons with SO more job

projected after a S2.6 millkjo expamion. The Bounty Diviskw of AI>

converts passenger planes u cargo jett.
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The Chy of Mt. Pleasant has received $1.1 82.080 from EDA for i« Reacarch TechnicaJ

Park and iu Industrial Park. The parks employ 341 persons in their inniai companies CM£
Corporation. Maple Roll Leaf and TB Woods & Sons Co. The Middle Michigan
Development Corporation attracted the former two companies from Japan and Canada
respectively with Departmetu of Commerce assistance.

The VUlacc of Deckcrrille has been able to reuin S20 Jobs at Dott Industries, Inc. and

Newcor, Inc. with an EDA S361.1S2 Water System Project Gram. The former indtistry was
able to create 75 new )obs when unemployment was at 16% in Sanilac County.

In the early I980*s our staff documented a loss of 1 1.283 jobs in our Region. We
subsequendy obtained an EDA Revolving Loan Fund (RLF) called the Auto Community
Adjustment Program (ACAP). We have loaned and re-loaned the $375,000 RLF to create or

save 457 jobs, leveraging $9.4 million in private capital. The rat» of Federal dollan to jobs is

(oerely $821 per job.

If you combine all the jobs arvl grant dollars above, each job averaged only $3,21 1 in

federal dollars. Since 1973 over $62 million in EDA grant funds for our local communities has

been responsible for ow 20.000 jobs in East Central Michigaa EDA is needed as a sumulus

for private sector job development since the I990's dowmiting of of General Motor«
Corporation and the resulting pool of highly qualified workers.

Respectfully.

fLUtd
Robeit G. Cudney, Chakma^ECMPDR

Vke-Chairman. Iosco County Board of Commissioners

SOUTHWESTERN MICHIGAN COMMISSION
183 Last AAArf>SL.S«A* 701. BcntcnHwtoor. fVitigan 49022-4440

Phone616/92M137 FAX 616/9250288

Local G^^mft^rt Sgr>*ct» fc-yoni< >^uiiitf^u i C*tgr • t*^^^ FWw^
r«t> and Twn Oba Ant TrarnpoUDon U>t»m< JbiK* Ti^w^

20 July 1995 COPY
The HoTiorable John D. Dingell

United Sutes House of Reprcsentauves

Committee on Conunerce

ftoom 2125. Raybum House Office Building -

Washington, DC. 20515-6115

Dear Rqjresentative Dingell:

Speaking for the Southwestern Michigan Commissioo, I thank you for your interest in

evaluating the impaa of the Ecooomic Development Administniian and other federal

development programs. We consider ourselves a partner in the work of the federal

government that provides ecooomic expansion in our nation and ctanmunities.
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The Southwestern Michigan Commissioo represents a volvmaiy uileT£ov«r™^..i .

three counties, comprising 88 local units of government, forihe «™SLT^ "^"*** "^

^idressing regional issues. We contnlnrte a vari^se^fS^ °^"^"P*•"'8 tnd

assistance in local, state, and federal progranu^'ne^^^iZi^'t^^t "*"««"«>»
development gods.

™^ '«*~^*«» •««*i<Jc planning and

As an EDA Economic Development District, our organizatico hn Mn^ «
bring about projects Important to business development. For exaa^:

«»"«»««»»«

B«ton Harbor and Benton Charter Township. co««tr«ted^ $438^^federal fuiKb as part of a total $730,000 bvestmen. tfut cr«ed Yl6 i^
~
^„new manufacturing companies.

» lo jote in two

X The NUes Center for Business Development - a small bisW« j^ u..

"*^dn, 1J9 Jota. f„«, „ tai,UI $400,000S^pTSSS^t'$100/XX) community commitment.
m«icnea a

Since 1982. approxima.dy 2.3 million federal dollars Icvcri.cd J3 I « ninfrastructure mvestmem for our regio,,. I. prov.dcd the ncecWUl^ '" ^^^*'
pnvate investment and growth. Wi.hou, ftdrrai sonoon rh!!/

"^ '°*^''«» <*<5"»« of
achieved. In my own county, there wa.ts an .r^d.stnTl/co^,;;:^^

"°"'^ "« ^^^ ^-
on a federal infusion of dollars to match hr.vitcd looU ar^^^^1^'!^ P*^ ^' <^P^r^
^ediately create over .00 Jobs in an area w|^ unemp.oZt^r.y^^^^t 71
Another part of EDA that provides immeasurable benrr.t, m i^i

and 25 percent local funds, we can hire professional suff tol^ ^ P*'^' f«^««'
planning which helps ensure that local officials make ca reft^.T^

*'***' "^ "^^
state a«i local dollar, with the most effective r^iu T s or^^TT .*!? *P*"^ f*^«'-
which local needs determine all of the implemenuuon c^v.W wl?"*"' '"^"^ ^
our communjucs would be technically unable use the Dro..^?"J, »a'«*nce. many of
prosper for little dollars that c«, be /hared acrS! Ih^eT^I ""v

"^^ '"^^ '^ '^

the distnct program, would create a gap in service deliverihTk
''"^^O" of EDA and

era of a shrinking fedeni role. Tbc district prograrnS^ ."^ "7?"^^ ^^ ^^^ ^ "
necessary adjustmenu to a different circumsuni. 'P"'^ communities with

Ihope that we can count on you, suppon for ED a. and other fcd«l .1development programs. Please consider the Southwestern M ^f*^ P'*°~°< '"d
upon which you may call for addiUonal infom>ation abc^, ho7fS„?"^'"'°" ' ''^''^
unprove our communities. 'eoeral programs affect and

Thank you for your consideration.

Siitcerely,

Wilbur Ingr^^A'''^^^*'^
Chairper»on. Southw«um Michigan Commission
repcesentmg V«, Burtn County Bo«d of Commissiooers



83

MICHIGAN COMMUNITY COLLEGE ASSOCIATION
aa M o«rr»«A frmin CAMS»ta mouoan *Ma»-«coe TTU^KjMirtininjjso

OATt RtCElVtD
'"f>'n.n«c5

July n, 1995
J^J^^ 2 5 ,„5

JohaD.DlntftU ^^^.y.
UJ. Hooie of ReprejCBUdve* •-' "'*•

Cocommw oo fv*iiwi> »* c^'.

Rm. 212S Riybura OfHce BVdf.
Washin|too.D.C 20515-6113

DeJr ReprescAUdvv DinftB.
. .

I tportciAtB your inquiry cooceroinc the Dcpannroi of Cooxaezce ind hi
aboUshment Whuitnvettyllinrihsvereadprapanlsand CTVureqoesu for

maav endxies throushoui the counvy. For tw \ixi tate yean fhtvc beta

evucfed to read tudi ptt>pouls for theKHA procnm threu|fa the funds aBocaKd
DiraacB Le«min| in the Tryt^^mrrwr^r* ftnr» {nEdcs profrvo onda te

sopervlsioo <tf Demu Connen.

TUs procnm tus beea, without excepooe, tbc taoMcffecavdy and dScicady
otnniaa pvn protum that I have ever been anoriaed with amoat many
fcdenAy run protrma of iu kind. TV careful aoBtdoo to duaiU Dunuiat anU
direcang mooics to those mon la seed or to the (AOfiaua that would fincttv

further educational uae of teleoocnmDaicadon oerMcdo, wen tupponcd cadi ;• var.

Then were bo frills or waste ia any lease eltha in the use of profesxioaals' r « or

by the dittribudon of crant mooie*. Maay areas of this country ow« their

SQCcessful eatrv into the use of tekcomiBunlcaooai to die KTIA grant protnios.
FunbenDore this oacional aoMty Is )usi be|iAain| k> Ais Is mx in old overspent or

00 loager needed projeo.

YoQ, of cocne, will be inieresied to kziow that tssay areas of MlcKlgan have beea
heljMd by this procaiB: ttaaoely, TravciK Qty am, Indian River aiea. the Upper
Peninsula and the Safiaaw Cky area. JMt to oxadoa a Cbw.

Tb caPoutWditfaantlepfOpams that aadt/gyoooicr. worm yes, aofldaj
icascBS is tte wars Idad ofgofveninieai action, tt csaiiaaea to isakB dtLiBoi IDcB

nmetf Mghlyiirtpool of our elected oftVriah So^ please save tftisprognonl

Edacadoaai promms are being* hit" la osieroas ways and wiucafkinai iasbsitioni

aj* told lepeateAy to get their ttadocs *oa dke loiofaadoo highway,' to lids is not

(he ifane to ^soantk oromms that WQRJCl This Bide prograni has beea oor too
djanaood in a banel of fakejeweb in Washingtoe D.C

I appredaie yoor request for iapoi and fofidlgck.

SiMpely.

Cbostaoce P. JoUus
DhtctorofMrrnnunnnifartontJ

CP4*
px. Deaali Oaoaeii
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July 19. 1995 <r;.^ k^

'^^'<^. C^

Th« Honor ible John D Dingell «;"''''":, "^

U S Hcu$« of Represem»lK-cs V-V- "^

Committee on Comnrveice J!^ O.

Minority Counsd "^^
2322 R«ybum House Office Building

Washington, DC 20SIS

Dear Representative Dingeli,

I am for>virding my comments regarding the Commttieei deliberations on H R. 1756 which
would abolish the U S Department of Commerce and eliminate the National Telecommunications
and Information Admimsuation (NTIA) I won1 dwm to be an expert on national
tdecommunications polic> I am. however, very concerned that proposed legislation dimJnatina
Of curtailing NTIA could have a senous negative impacts on Michigan's dlizeni.

Our organization, the Michigan Association for Local PubTic HeaJtK represenu all 50 of
Mkhigani dty. county and district pubiic health departmenu which cover all 83 counUea in our
ttale In 1994 we were the recipient of a Telecommunications and Information Infrijtnjcture
Assistance Program (TIIAP) grant. TTiis gmu matched by Stale of Michigan general fund
re»ourc«. provided direct and immediate benefiu to local govemmems throughout the itale a»4
continue* to promote the health of Michigan's dtiiena. The gr»nt U helping lo build in
infonnatJon exchange infrastrvcture connecting aO SO local heahh departmenu and the Michiaui
Department of Pubfic Health. This project will allow virtually afl of Michigan'i thousands of
Pubfic Heahh professionaU to better collaborate, share vital heahh information, conduct researchbetween arxJ among jurisdictions, as wefl u providing easier access to innumerable sUte and
fi^eral databases. In add.twn this project U inoeasmg contact btween pubTic health professionalsand the general public via dectronK communication and the Internet

Providing this technological assistance was a great boon to our state, ye* NTU'i assistance went
far beyond merely fUnding to make the program an even greater success. By exhibitinfl the aH too™re phttiornenon of mteragency cooperatK)n. hmA was abk to coordinate its program with^SutewMle Immunization Infonnatioa System (SIIS) project administered by the CCTten feT
Disjease Comrol and Prevention (CDC) llus cooperation hdped serve the add.aonal goal ofbutWuig the electronic mfrastruaure to suppon Michigan s proposed aatewide unmunLnon
registry I; .s mdeed re&eshing to br.d that govertunem projeas dool ahvay, have to be mcompetition or conflia but can (and do) cooperate to assist state and local umu of government m
a coordinated fuhion ' ^'uincniui

We have been very pleasantly surprtsed >n our dealings wiih l^TIA staffw the Depaitmem ofCommerce. We ^^^/ound th«. to be professional, accessible, b«wWgeablelnd to respond matuDdyfashjoa We found NTTA's gra« process to be very fiur and wociable. It would^t^
a ^lame to dimir^e a program that doe, aach good work to ensure th« our national infonn^^
infrasinicture w^D continue to serve the public good, espeaaily by tn,rovmg the heahh of
VGchigan's citizens.

Sincerely.

itSiey S Weihl

Sr. Dau Anaiyst

Michigan Assoaanon for

Local Public Heahh
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TeUcommunications

Consortium

Erwiding Academics Qost Bfftctivtly

909B Ltnrning Lanm • IndUn Mh>mr. Ut 4«74«
OlrMlor. Jub A. K«efc > re]») 33<-a3*4 • rAX/QtW 33«-7J 33

juXy 21. 199S

Hooortble lohn D DlmeU
Ranking Membcf
Coniinitwc on Commeice

US House of Repieienutivej

Cotatawvtc on Comnjerc*

{toom 2322. lUybuia House OfQce Building

Wn«un|toa. DC 20513-6113

Dear Honorable Dln(eU:

f/^CE Telecommnfticitioat ii in tducitional lelevitlon network ibtt lervct the icbool

dittiictt and commaaltiet in tlx countict Is nonbere Kiclu|ta: C^ulcvoii. Eaati.
Chebojt*^ Ouefo. Pruque Iilc Antrim. Over iu four cbtnneU (three into the tchooU ia4

on* into ibe homes u well), it tnoiniu tal|b ichool dutct. eltAeatirjr level elUMi.
college courses. progTammlbg of |eacr«I ioteren. rtefeitlonsl dtvelopmeoi ta4
commuaitr eweieocts. PACE uullzet both Bttiooally darw«llake4 u w«n u loetlly-prodnced

progrkniBlDS- ^^ reschei 16 icbool distrlni. 2 Interacdltte ichool 4istncu tsd
tpproxlmetely 16.000 cable svbKhben and Intencu vitk the local commtuilty coUtge.

Tbiouth • NTTA/PTFP grant through the US. Department of Conncrce in 1990 aad again la

1994. PACE Tclecommunicatioiu has been able to support edvcatloaal nca4a via the

iofonnaiioa highway and accomplish what it set cm to do u defined la iu sarratlrc ia

these graatt:

Contuuctloa of the public telecoBinuaicadoai facilities propoaed ia this appUcatiaa
is ditlcal at thij tine for the foOowiag lUMOt:

—Local edncatiooal ageadea. the general pabUe, bttsiaeasea and gOYcraBkestal

agencies fbmly believe that adyaac«4 higk ichool counca are etscatial to ptrmrt
the axes 10 compete and develop ecooomicilly. The propoaed ulecoamuaicatlou
system meets this need cost-erfectlvely, clficiantly. aad wtvh public acceptance.

—Construction and laugrstcd networking of ITFS. microwtva, and eahlc fadlhlu ii

needed to correct the caisting coodliioc of tmdeats gradnailag from high schools
without adequate advanced comnes In math, tdeaoc utd language. The abscnca of
adTaaced courses limits the economic growth of the ar«a. casurea furare

TiivtfPp'"T"*** aad leada to larger loag-tera soeial profram eoiu.

--The a.-ea luffen from aa urxutually high uotmployiceai r»ie and Is economically

(irut«***i (t«e tthibii N). Adult educatioa. inier»iee lad ;ob re-traiaiag activities

will be oflertd by the project for vhe first uaia to the community at large.

-TTie project. If dtlayrd. will result in substantially grtaiex coiu to the local area u
the school districts struggle to use altereaic and more cosily methods In the

delivery of instnicuooal programa. Major tnjineeriag. sue selection, cooperative

plaitaing. aad program development have been accomplished. If progress towud

coostmcoan and laplemeetarion of the project is am tccompllshed ift the planned

time ipaa, ooofederil matching funds will be depleted due to expeodicnrea on less*

effective alteraatlves.
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Impleracataiioo of the »b«vc objectives hu beoefiiud the cnui* communtty, oot Jvtt tti

ichoolf- Butlneii/ia4uiiry. profit/aoaproflt. goveromeattl/non|ov«nim«at«l lad

publtc/prlvate ttvc all bc«a recipicAU of tdacaiioaal (etoorcei PACE haa provided via

nrs. cable, compretted and microwave commnaicationt.

Becaujc of PACE Telecommuaicaiioaa' receiving flcaaclil lappon in the fonn of Uicic

ranis from ibe NTIA/?TF7 tectiona of the Depanmeot of Coounerca, it baa been able to

lateTccaaect 16 acbool dittricu and reach home viewcit totalling approzlmaiely 16,000

tubacrlbera- WItkout the cooperation lad vtluable loa|-term capcrieoce of the

dcparuncat's peraooael. PACE Telecomisnnlcailoiu would btva beao unable to fulfill la

ethical obligauoo to lu community.

The Department of Connerce bai a proven uack tccord ii la evidenced by their ability to

evaluate from cxperieece the probabiUcy of graai propotali 'o lucceed. and hcnca. to

approve ihoie applicaUou. However, the FCC bat a provaa track reconl regulatory m
oaitire only. In addition, ibey are undcrtiafftd and iliaady carry an ovcrwhalming

workload. Therefore, the FCC doea not appear to b« th« appropriate ageney to handle laiga

grant applicationa. And. combining thete two itcnciei would create inefnciency lad

greater delayi, vblcb would cause hardship to thote applying (or |rut».

From the perspective of PACE Telecomfflunicatioot Conaorucm, malotiioing the preieat

organizational itraciwe of (he Department of Commerce aad the FCC ia desirable. T^e

14XIA/PTFP housed under the Department of Conmerce allows for orgaaitatlont inch u
PACE Tclecommunicationa to tenre Its community. Quaging that approach would most

likely cadnnger PACE'* ability to provide its comffluoity with aeceasary educational Input.

Sincerely.

^Jaci A. Keck J
Director

STATE 0^ MlCH.GAN

KATU»tAL RESOURCES ^"W^
coyMissioM ^CTV
jtnrrc xttfnmn ^VSP
larrxj c>**»i»«» JOHN ENGLEp^ Go««/«of

itST'.ST" DEPARTMENT OF NATURAL RESOURCES

"ISf^a^'uo »OUU«OMA«MtS O.«ao«

July 17 1995

John DingeU

Rankir>9 Member

U. S. House ol Representnbves

Committee on CofT^merce. Minonty Counsel

Room 2322. Raybum House Office BuikJin^

Waahington. DC 20515-6115

Dear Representative Oingell:

Ttianlt you (or the opportunity to comnnent upon H R 1 756 arxJ related proposals to abolish

the Oepartment of Corrwnerce. Of greatest concern to me would be the loss or diminution ol

tne very valuable studies on the aquatic ecosystenna o( the Great Lakea by NOAA's Great

takes Environmental Reaearch Lab in Ann Arbor

I have t>een conducting fisheries research on the lower Great Lakes (or the State o( Michigan

(or 30-plus yeara During that time I collaborated on numerous occasiona with, or relied

upon, aquatic research conducted by NOAA personnel from Ann Art>or lab. I have been

using meteorological aummartea and analyaea provided free by them to determine cauaea of

changes m fish populationa For about fWe yeara I have been invofved In cooperatjva studies

with NOAA scientiats to determine effects of zebra mussels and other exotic speoes on the

ecoayatems of Lake SL Clair, Saginaw Bay. and Lake Ene Pervx*.nel from NOAA have
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b««n very helpful in developing a 1995 itudy aty) mjnagemani plan lo addratt lh« aquatic

plant problem t^at developed on Lake SL CU« m 1S94 I have also been atudylng the

plankton popuiationt of Lake SL Clair. Saginaw Bry a^d Lake Erie (or lU yeara to determine

triair uTiportanca to walleye spawning success and NOAA scientists were the experts on
plankton research that I turned to (or advice or study design, techniques, and assistance

with interpratatxsn o( results

Tha stafl of aquatx: soanliata and technictar« al NOAA's Ann Arbor lab are very

knowtedgeaMa and compatant aclantists that have t>e«n conducting valuable studies on
lower trt>phic levels. iry:luding physical and blotogical aspecu. o( the Great Lakes ecosyslam.
Their work on exoOc speoea Invasions and nutnenl dynamic* has been an mvahiaMe aid In

inlarpreting results from my own research on Gr«at Lakes ftsh populations. I ijy>w o( no
other agency, nor group o( scientists, that couM have performed that work^ Therefor. I

strongly reconvnerwl that NOAA's Great Lakes Environmental Research Lab t>e maintained

as M which wouM definitely benefit the Slate of Michigan.

Sincerely.

£eriLjCj^iL^
Robert c. Haas
Bioiogist In Charga

.-^^ Xiicat Lakes
I ^ Commission TWArr-niJka.1 C «»^«r*»u**«Ai*«.wu».,a.4|ioi^ii«

CBaB
navci a fcAixro"

BOtALSc AKXaaOM

"acunvt BtMiTRMi
July JO. 1993 >«oi«»i. I toujivi Nj,

Th* Hooorsbl* MiB O. DinttO

Ualtcd Stales Houm of Rtprcunntivts

House Oflkc BuOdiof

WsiUnitoD. D.C :05U

Dear Rtprcsencsrvc Dln|tll:

Thank you for your kruf of July M and your invnabOQ to ibve my vi«wi on lbs profwu of
iht Natiooal Oceanic ai>d Atmospbcrk Adininmr»:.cn S^ctifically, I will addiot lfa« wort of
NOAA'i Orssi Lakes EoviromMnol Rewartti L-. . - ;.-y (GLEJLL) bated m Arm Ajbor
Mkhifsn. I speak on bcbaU of the ranrs eifM sou OKrabenMp of the Creu Lakes
Commiuioo which, by urunnnous and cnthosiaitic vote, h&i adopted a policy potMoa m
support of cocmoued aivd cnhtnecd CLEJti. ftjMin(.

The Orcai Lakes Commisiion opposes any CoogrrxslooaJ ti\lU<ilv« that woold cmpmnits
GLERL'i ciaitdi oundau and programs, wfaobo b b* throu(b prrvaaoiioa. bud|tt cuts or

flimlnanoo of fyayTvwg We do recognize and ipplaod Conjrvniooal affcns la cohaaca
efftclKOcy in the admuuitrstlon of fedcrsl^y tupponed progrtms. Wt Amhac racofoiB ttia

dcfkh reduction goals neceuitale carrAJ review md ersluauoo of such ptrn i Mg; wgti
regard to OLEKL. ttowsw, wc And that bs programs in • sound ind assamial iovtitaifiit 'a

the lustauubla use, devtlopnieni tnd pnxectlon of tbt toumatioaal Ortat Lakes tyncn.

GLERL'i p(«tra<ns mua be militfainad to ensun thK

• the historic Cedenl rate in Gnat Lakes itscarch and mana(e(Bcat-as leceasizsd in

U5. Uw-U ftslfined:

• fedcral)y>mandBiad auna(eineat profrsml tra adequately Amded to meei crittcal,

ConcKSstonally-esishlhhrd |oals;

• traaty, ceovantioc and t(recmara obUfMions wiifa Canada art met;
• heiatina remirh nacanarv it* htthrraeit puhfic poh^y deriiknw w m«l««ni.^- p^
• an anviroameataj tnftasmjcturc exlM Id acei cwnoi and ftffljniMcds.

CLEKL plays a crtkal rote in dsa xgieB's (tata/bdenl partaenhipa, and pewidct >«««<' »~i

apptkd roaarch In iha physical sad Moto()cal sclaocas, such U kydrate|]r. Mdeotofy ><
ocaanograptiy. Soeh research toprovas our besie unhiin iiillm of d>a decMo—ak^n
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activity. iCnewlc^ tad cxpwQM piiMd tfaraoch CUXL's rwcarch provM* bcotfia be>oad

ow ivfien. u auny of Om probUns ifTcctlBt it^ Cmt Lakes »coiynem tra coRmee lo other

coMtil ttnineoMtai.

Tb« Ltbomcry'* aofoo^ ttbn muiMl rcsetrOi pro(nm u usi^u* to <hc imkn. ts li bcusti

oa >a tndfc ccocymm. UnMfch irsutts hrrvprarided » basii for fc^enl. sttu, sumxiptl tnd

wji^gfi^ttlfSStT^mr- priv^a ttcMf pr»v<itBo«> «ftd wnool effort*. Conoamnoo of th*t raeafch h wicgUl m otw

^—4^y«n 'i»»<wM—*r Owcati, luch u ttM EtmUn lufle. csMTfB.

Ot FPt '' MMiivait hydrodyBanuc* protma trwitnn (he Mtnhort ouviiuaiicot This tfca

pttM^cs oWcal f^awuit* babiw (or amoy Otnt L«)» fish. y« is pUgoad by a 4cv«lopin(

aflKtivi rtavedbtion nd prMokKi BcaMni.

In jummary. GLXRL'i rwearch icovhki arc fyiftdamemil to the eontliiued Htlxtf of the Crtai Ukc* rcgioa.

Maintenance of OUEW-'j tmuxm and funetioci, coupUd wnh a wnail mcnase m OLERL'i fuodlnfc b an

inve»in»eni necewary to enwre thai policy malLen and mina«eo can eontum to prevent as well as eoftool threaa to

thu MiioMlly sigjuflcaw resourte and the ecorwcny that depends oo tt. W« itwmictfld an FYlW< Amdini le**: of

jj 96 Bullion. TWi flgure would maint*u» the GLEW. Use bodget at $4 J$ illioj, aad provide an additional S 91

uullion for zcbrm mussel/aquauc nuuance ipecies reiearch. and iS million for its oeaiihor* hydrodynamics

pro(rwt>.

AJ«l''«y».'^ ^iprteiaa yo»« leadership, and to^a you—on behalf of our «i|l« member itttes—to nainiain tnd

ttibMac* lb* ptosnau of NOAA'i Or«« Ltkts Envirtximenai Re«e«h Ufccmory.

Slaeerely.

(.Michael J. DonajKt, Ph-D.

Ejcecuttve Dlftetor

MJOAjs

ERIM PO. BoK 134001

AJ^n Arbor. Ml 48113-4001 31 3-904- iJOO

24 July 1995
———————

The Honorable John D. DingcU

U.S. Hotisc of Rqjresentabves

Commerce Commiuee Minority Couiuel

2322 Raybum Hotise Office Buildinj

Washington. DC 20515

RE: Cot«equenccs of H.R. 1756

DcuSit,

Thij Icuer summanics my views on House bill H.R. 1756 which would abolish

the Department of Commerce (DOQ and specifically dissolves many of the ftinctioos

of NOAA. I cannot comment on the Commerce side of ihings, but I am certainly very

familiar with the opcrationi of NOAA. As an earth scientist at the Enviroamental

Research Institute of Michigan (EIUM), as well as adjunct professor in the

Atmospheric, Oceanic, and Space Science Department at the University of Michigan, I

am very concerned about (1) the irreparable harm to our natioo's observing systems for

weather and severe storms; (2) the abrupt stop of data ilow essential to environmental

studies that affect this nation's well-being; and (3) the harm to a large range of basic

scierKX research ctirrently on-going through out the country, that would result if this

bill is enacted.
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Privitixing the data centen will Dot work-, the Landsal experience touiht oi that

lesson when utiliiation of the data by the iricntifk community drastically decitajed u
a result of its increased cost. Phvatizatioo will threaten cuntnt international

agreements for the hct exchange of weather and enviroomental ifat^i The continuous
flow of data among paitidpating governments would not be guaranteed, and the

amount o' dita available to NOA A and the privau*. end public lector in the U.S. W9uld
decrease, lignificanUy affecting on-going civilian research. NOAA'i GOES and Polar
satellites topport a variety of NOAA activities in addition to the National Weather
Service (NWS). The National Environmental Satellite Data and Information Service

(NESDIS) operates the satellites and transforms the data into products that both the

NWS, as well as other government users such as the Department of Agriculture, EPA
USGS, and NOAA need to carry out their work on aa operatiooal and research basis.

'

If the NWS were to assume responsibility for noellite operations tni the development

of new satellites and sensors, the links with the other, ooo-weather data users would
become cumbersome aj¥i likely would suffer.

Pihfatizatioo of NESDIS would also rcsuh In the km of continuity of data foe

the natiaoal arcfahres. The kng-time-sedes data is die archives generated by NESDIS
is of critical importance to undentanding eccjyjiem processes and variability.

Anthropogenic influences and charges in weather panemi may lead to changes in

ecosystem structures and functions that we cannot now predia with my certainty.

Further maintenance of this loog-icnn monitoring program is essential for identifying

change, and when combined with ^pjHopriate work on key ecological processes, is

important for development of appropriate mitigatioo strategies. Selling the « Ttfts to
commercial enterprise will not ensure archiving or access by the general public; certain

data sets lack commercial value, but are very necessary for the kang-timft-jerics studies.

There is no guarantee that industry would maintain, for general use, the NOAA
oceaiK>graphic, atmospheric, and geophysical dau bases that are unprofitable yet are
recognized as critical to environmental understanding. Privatization oouid also raise

the cost of Ami access by the resrarcfa community (including US. government
employees) to the point that they could no longer afford to utiliv. it

The information highway O-C. internet) has made daU from the NOAA centers

readily available. This available data is used by private firms to generate their own
value-added products. Commercialization will add a cost to the value-added prx>ducts

that in some cases will be prohibitive to the ultimate user. ERIM and other Michigan
comparues generate "value-added* producu using NOAA satellite data now, but
increased cost of "raw dau" could lead to a decrease in revenues of these products

which wouU stop their generation and resul*. in loss of jobs in Michigan.

The remainder of my letter addresses the impact of the proposed twenty-five

percent reduction in FY '94 level of funding fi.e, the Chrysler legislation) for NOAA.
The reduction proposed by this legislation would pare in half the funire weather

satellite coverage, resulting in a blackout should a currently working satellite £ail.

Gaps in satellite coverage, cridcal for weather warnings and forecasts, would be
unavoidable because procurement of replacement satellites ooukl not be fully funded.

The diminatioo of one GOES would prevent the early warning ot Atlantic ttomu and
coven^e of the Hawaiian archipelago. Eliminatioo of one Pdar satellite reduces by
half the coverage of Alaska. Witk (his mii\imal program, all weather warnings would
be severely degraded, hurricane pmfictions would be jeopardiied, and the accuncy and
reliability of ^-5 day weather predictions would be degraded. It ei'itn\n»\f^ 4-boar

global coverage which negatively impacts U.S. interests abroad, inclu(fing global

military operational support Event detecdoo, such as volcanic ash for airpUoe

warnings, would also be curtailed. Search and rescue time win be doubled therd>y

threate&ing lives, which is critical to all private and public sectors, most notably

aviatioo. Several requiremenu of non-weather users wouU aher the planned operatioos

of GOES for the NWS forecast misskn. The continuance of sich services u Seaich
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and Rescue and the GOES archive, not beinf in the mainstreaa of NWS day-io^T
activities, would acdy be restricted or evoialwUshedundff NWS cooiw^
develoiraKitt of new scMors, a tiiditiooil NESDB functioo. would have liitJe Bn^
in the NWS and would most likely be abutdooed. It would ibo be impooiblc (to^
implement NOA.\'s pclar sateJUte follow-on program as conceived through
convergence with DoD and NASA at scvcnty-f.vc percent of FY '94 funding.

Another NOAA nutter, the proposed elimination of the Coastal Ocean
Program, suggesu an insensitivity to the environmental and Ufe-justainint imoortanr*
of coastal regions, and the cumuUtivc impacts of expanding human populatioo«^
regions. From vx environmental perspective, coastal environroenu are dansJtiooal
regions which comprise about eight percent of the earth's surface and are subject tn th*
combined influence of high energy land, ocean, and atmospheric processes TW
cnvironmenu are characterized by highly dynamic natural processes such as water
runoff, materials transport, evaporation and precipiution, and biological oioduction
which ix>th affect, and are affected by. the global environment. For life-sustaininV
purposes, coastal envuonmenu include some of the most productive ecosystems m
earth, esumatcd to contribute around 25 percent of global biological production^
providing more than 90 percent of the world's marine fish catch.

The demographics of global and U.S. populations, and the cumuUtive effeci of
their activities pose a significant threat to the future health and productivity of cm«.l
envircnm««s. More than 75 percent of the global popuUtion is now estirnated^Uve
withm 50 km of the sea. In the U.S.. approximatdy 54 percent of the total popuhd^Uvea on the 10 percent of the land ana defined as coastaL These burgcoDinT^
populaooQS are placing increasing demands or. the land and biological rwources of
coastal environments for habitation, recreation, and transponatioo The health of
ecosystems is being threatened through the use of fertilizen and pesticides accid«i*l
releases of environmental contaminants, and disposal of toxic and humanw^^
nuterials.

The Coasttl Ocean Program represents a vital activity within NOAA with themandate for developing the Agency's scientific capabilities for coastal ocean
maiugemcBL Rfa«* *nd monitoring programs are specifically focused on imorovii,.
understanding of the natural systems of coastal regions and the ecological inmacS^
human-induced stresses 00 the systems. I believe these programs to be essoSIdfw
developing the scientific underpinnings necessary for formulating the tppcopriate
legislaave and management programs in coastal regions, I am personally awaJTof
technology development efforts involving coastal remote sensing and believe that thedevelopment of such monitoring capabilities will contribute vital information on coastaln^ooproccsses. dramaticaDy improving our understanding of coastal dynamic
processes such as ice formation and movement, sediment resospensioo events, and
oearshore hydrodynamics.

^^

Again, researchers at ERIM, u wen as the University of Middtan. are fkiB**!
under this NOAA coastal initiative. EUminatioi or a reduction inSnTlevtlwffl
put people out of work »n Michigan. Michigan, with its extensive Great Lakes
coastline, alyj directly benefits from the NOAA coastal thrust.

I hope the CKlosed comment are useful in your delibemioo. Fed free to
contact me at (313) 994-1200 ex. 2590 if you require fimher details.

Sincerely,

Ro*>ert A. Shuchman. Ph.D.
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Increasing Michigan's Grov/th Through Technology

July 20, 1995

R«pr«MnUUv* John D. Dingell

U.S. HouM of Repr«««nUtivt«

Comimtt«« on Conuntrc*

lUybum Houm OfSca Bldj-. Rin2125

Wathinfton. DC 20515-6115

D«Ar Mr. Dingell,

Th&nk you for th« opportunity to provid* information to you on MERRA't
•xperienoM with th« Advanced Technology Program (ATP) and the Manufacturing
Extention Program (MEP) of thw U.S. Department of Commerce. MERRA etrongly
supports thcM programa.

MERRA la a Michigan publio^rivaU partnerahip whose mission is to increase
Michigan's economic growth through technology. Our memb«r*hip consists of the most
influential institutions in Michigan. Il includes major corporations, both the executive
and legislative branches of state government, universities and economic development
OTsanixations.

An important part of our program is providing assistance to Michigan companies in

preparing proposals for solicitations under this program. We. therefore, have a lot of

experience with the Advanced Technology Program.

Our members believe the ATP is important in transferring the results of

^indamentAl res«arcfa into practical products. This results in the creation of Jobs and an
lna«as« in export salea. Its value to the industrial base of this country is shown by the
willingness of oompani^ to provide at least half of the funding in partnership with the
federal government. S^ome important points whidi should be considered as the Congress
debstes this program are:

Our international oompetitors in Jspan and Europe receive

assistance from their governments to commercialize new technology-based products. Ih*
assistance provided by the Ministry of International Trade and Industry (MTTI) in Japan
is well known. Assistance is also given by European governments to their companies
under programs such as the Joint European Submiaron SiliooQ Initiative (JESSI) whidi
foous oo the European electronics industry.

The transistor and inUgrated circuit were invenUd in the United
States whereas nearly 50% of the consumer electronic producu today are imfMrted.
Government assistance is needed to ensure that the new inventions in the f^iture are
commercialized in Uils country. Even as the Congress debstes the ATP program, it was
announced this week thst the last American-owned television rasnufacturer, Zenith
Electronics, sold a controlling interest to the Korean manufacturer Goldstar.

MuA of the technology developed in the ATP program is on the list
produced by the National Critical Technology Review. TTiis list defines those technologies
which are driving forces in U.S. economic prosperity and national socurity. For example
MERRA assisUd the Automotive ComposiUs Consortium receive ^lnding to develop '

compositos technology for automobiles. This is a technology whei* the United States lead
is being reduced by our foreign competitors. The Review daU suggests thst (Vinding for
these critical technologies should be inaressed rather than deosased.

Although it is important for the federal government to fUnd
fundamental research, it is not automatic for the resulU of this research to trickle down

21-934 - 96 - 4



92

Lo ormclicAl UM Ind««<l. th« r«fulu ar« pubU«h«d in lh« open Uter«tur« and ar« picked

bv oorportUon* tcrots th« world. It U •xtr«m«ly imporUnt for th« federal government

^•tlmuleU the eppUcetion of thie r«»e»rch in the UniUd SUUe.

MERRA'e direct experience with the MEP it le»« exteMire. However, eeverel of

ovir memben have been part of thie propria. Therefore, we tee the vahi.blo auietacce

thev are providing to email- and medium-tiled companiet. ThUhat helped inarease the

reality of producU manufactured by thete companiet and company profitabiUty. This U

iJraluable in enturing, for example, that U.S. auto companiet purchate part* from

American companies rather than from overheat.

Am you requested. I have drculated your letUr to our member* with int«pe«t in

Ihaae prcgramt. I have atked that they respond to you direcUy.

I recogniie the prettures the Congrea* will face with appropritting fund* for FY96.

However the ATP and MEP are important programs benefiting the economy of the

nation, akd I encourage the Congrea* to continue their funding.

Cordially.

OUti.CU

AiAG
Autornoirv* t«vSu«trv Acwi" GfOuO

?«200 l_»r»«« «o»<> S«rt« 200

SoJU-i-»*a Ml 4«034

P^^ona iei0i3Sa-U70

ft, ,aiO( a5«-32»3

Keith P. Blurton

President

July 27. 1995

Honorable John D. Dingell

U.S. House of Reprcsentauvcs

Comminee oo Commerce

Room 2125, Raybuni House Office Building

Washington, DC 205 1 5-6 11

5

Dear Sir.

H.R- 1 756, being discussed by your commmee, is of interest lo the Automotive Industry Action

Group (AJAG). The National Institute for Standards and Technology (NIST), a very active and

cniical partner in several efforts involving the North Amencan tutoraotive industry, will be

adversely affected by passage of H.R. 1756.

NflST currently provides tmique techrucal assistance to a current program managed by AIAG.

This program, called AutoSTEP. seeks to migrate an emerging iniemsuonal SJandard for

Exchange of Eroduct dau (STEP) throughout the sutomouve supply chain. Tnis effort has

strong automotive industry backing, dck only with the North Amehcaa OEMs but also with the

major European OEMs. NIST is a central point for STEP development in the United States.

Several areas where they contribute are:

• Coordination of several diverse efforts to gather industry requireaients for product data

exchange. This insures these requirements drive STEP development and iocorpontes the

needs of the North American autotnotivc industry.
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. Insuring the United Sute* retains the global lead in developineot and implementation STEP
The U.S. auto industry depends upon a single set of standards for their operations. Standards
that act as trade barriers are not good!

• Leading the effort to insure the U.S. paces the world in STEP conformance and
interoperability testing, iruuring the error free exchange of prodoct data.

• Supporting several industry pilots that seek to case the adopdoo »d use by major U.S.
automotive manufacturers and their suppUen.

STEP and the assistance NIST provides in its development and implemenution is cntical to inc
full integration of US OEMs %Mth their global supplier communirv Design time and cost is

reduced w.hile quality substantially improved through this global integration.

Ntr. Dingell. your suppon m defeating H R. 1756 will be appreciated.

Sincerely.

Thco D Memll

Executive Director. AlAG
Ford Motor Company

oavas RjkSTics

»to*«cri HMttia

July 27. 1995

The Haoorabi* iota Dingefl

U.S. HouM of Representuivea
Wasl>ir.gton. D C. 205 IS

Dear Coflgreasmta DingcA:

I ihoueJtt you might b«litf«,«t«d in heviog about the vahMble auLstancc Chivu Producu
Lhnrtcd - PUftJca Dtvinon rocdved, thanki to fbdeni fuppon

^^

^^TtJ"^^ 'I'
^'°°^ ''•^ operation in Canton. MJcWgw, thai nuno&chw, briMcd

^SS^^J^^Sr* ^^ ^^*''*^ » P« of th« NlST vLiftctur^

Whh their Wp^w. hav. beochmaried our op<Tatka, whh oth«r «,^«^c«^. tmfiajd tt«cr^ttdi« whk± wffl«i«^
I tev|jp«W^^ invoh^ whh th« Plajbc. Counci wh.d^
•upjK>alngthBtJ«diof»ma»totn«fluTn«i2tdminu&ctur«.

"^^

^^J!*'***^'^'^ *^ Midutaa MaaAouriog Tedmology Center btlped maka theta

ihKMgh ih« iiinbigaa Manufkcturing TecteoJogy Center.

To bn frank, I on coum on o« hand th« lamiw oftimu .rythhw coraeeted to a<^
FOjao^hdpedmyBnaflcorapBiy Tbi«w»d«idedly Of«oflbo.«timo Ithoughrjw

Skkcmly.

K«v!a Moore
Oerwral Maaajer
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Mr. Norwood. Mr. Chairman.
Mr. OxLEY. The gentleman from Georgia.

Mr. Norwood. Point of personal privilege, just a question.

Mr. OxLEY. The gentleman is recognized.

Mr. Norwood. When documents are submitted for the record as
if they are indeed actually factual, do they have to be signed by
anyone? For example, Mr. Markey's letter has no stationery around
it for us to indicate where it came from. It is not signed by any-
body. It is just simply a typed form with a list of companies, and
there is no indication at all who sent the letter or who actually

wrote the letter.

Mr. OxLEY. The Chair would note that normally that would be
a copy or an indication of a letter, that the actual letter should be
the one that is submitted for the record, and staff will make certain

that that is the case.

Mr. Norwood. That it has its letterhead on it and it has signa-

tures on it.

Mr. OxLEY. That is correct.

Mr. Norwood. Thank you, Mr. Chairman.
Mr. OxLEY. We are honored today to have the Secretary of Com-

merce, the Honorable Ron Brown as our next witness.
Mr. Secretary, if you would come forward.
Welcome to a joint hearing of the Commerce Subcommittee as

well as the Telecommunications and Finance Subcommittee.
We are happy to have you here. We apologize for the lateness of

the hour.
As I indicated to our earlier members panel, this is the longest

members panel I can remember, lasting almost 2 hours. And per-

haps it shows the interest on both sides of the aisle on this issue.

And we appreciate your patience before you have an opportunity to

participate.

With that we welcome you, and you may begin.

STATEMENT OF HON. RONALD H. BROWN, SECRETARY,
DEPARTMENT OF COMMERCE

Secretary Brown. Thank you very much, Mr. Chairman. I have
looked forward to this opportunity. I have a lengthy submission
which I would very much appreciate being made a part of the
record.

Mr. OxLEY. Without objection.

Secretary Brown. I would like to use this opportunity, Mr.
Chairman, to be able to engage in some dialogue with the commit-
tee members, and to make some brief points about the Department
and then to be available to respond to questions from members of
the committee.
There has been a lot of hot rhetoric about this issue, and some-

times I have wondered whether the proposal to dismantle the De-
partment is about saving money or if it is about government re-

structuring so that we can make government more effective. Or, if

it is about trophy-hunting so someone can say oh, my goodness, we
eliminated a department, and therefore I am worthy of some kind
of immortality, or that in fact we have eliminated a department
and we really have done something to help America's economic fu-

ture. I don't think either is the case, I say with respect.
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I must admit, Mr. Chairman, when I and many others first

heard of these suggestions, we really didn't take them seriously.

We didn't understand that anyone would be proposing that we
would eliminate a department that is there for the purpose of cre-

ating jobs and economic growth. We didn't believe that someone
would propose that we really make the United States of America
the only country in the world where the private sector, the busi-

ness community, does not have a seat at the Cabinet table.

This kind of incredulousness was expressed to me every place I

have been around the country and, frankly, all over the world. Just

as we have begun to get our act together, to compete effectively in

this global economy, all of a sudden there are proposals to elimi-

nate us. It seems clear now that these proposals are made seri-

ously, by serious people, and that, Mr. Chairman, is the reason
why I am so pleased to have a chance to discuss it with you and
to debate them.

I think it is important, Mr. Chairman, to talk a little bit about
what the Department does and why we do it. I have heard a lot

of comments that indicate that there might not be a full under-
standing of what we do and how we do it and why we do it.

I have heard complaints and concerns that this is just some kind
of hodgepodge with a lot of things just thrown in that does not fit

together. That happens not to be true. I know that is prevailing

wisdom, to some extent, but every single Agency of the Depart-

ment, Mr. Chairman, is directed towards and is focused on creating

an environment for economic growth and job creation for the Amer-
ican people. That is what we do.

There is a sjmergy which is important for America's economic fu-

ture, particularly in this post-Cold War global economy in which we
must compete and which I hope we continue to win to keep Ameri-
ca's economy growing and providing economic opportunity for our
people.

The fact is we are job creators. We create jobs and we create eco-

nomic growth, we do it through exports. We all know there is a

very simple equation, American exports equal American jobs. For
every billion-dollar increase in exports, we create or support about

20,000 new jobs for the American people. But most importantly,

Mr. Chairman, and members of the committee, we do it in partner-

ship with the private sector.

It seems to me that kind of partnership is not only important but

essential in the 1990's and beyond. It is a partnership which is cre-

ated in a context in which we fully understand that the private sec-

tor leads.

We know it is the private sector that fuels the engine that pulls

the train of economic growth and job creation in America. But we
have a responsibility to help clear the track so the train can move
smoothly and quickly toward its destination of economic growth
and job creation. And we have many successes to refer to, successes

in Saudi Arabia, successes in Brazil, successes in Indonesia—suc-

cesses all over the world.

And these are not just made-up success stories. I would certainly

urge members of the committee who have doubts to talk to the

CEO's of those companies who have been involved. Ask them what
kind of role we play in helping to obtain $10 billion worth of con-
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tracts for American companies in Saudi Arabia, principally aero-

space and telecommunications companies; what kind of role we
played in the C bomb project in Brazil; what kind of role we played

in the mission energy project in Indonesia.

Not only from CEO's from large businesses but small and me-
dium-size businesses alike.

The accomplishments of our trade missions are well-known. It

does make a difference in this globalized economy, particularly in

the developing world, Mr. Chairman, when the Secretary of Com-
merce of the United States gets off an aircraft and emblazoned on

the fuselage of that aircraft are the words "United States of Amer-
ica," and the Secretary is accompanied by 25 or 30 CEO's of compa-
nies, large and small. Yes, Mr. Chairman, that makes a difference

in this globalized economy.
When we step on that tarmac, it reverberates throughout the

country and, yes, it makes a difference in the decisionmaking proc-

ess. Yes, it helps level the playing field.

When I became Secretary of Commerce, I received instructions

from President Clinton to try to make the Commerce Department
a powerhouse as far as economic growth and job creation was con-

cerned. I knew that I was tired of seeing the likes of President

Mitterand and Chancellor Kohl and Prime Minister Major get on

aircraft to fly to the distant corners of the earth to support the

commercial interests of France and Germany and Great Britain

and we as a Nation were doing very little of that. You cannot com-
pete in this global economy and do very little of that. You have to

be aggressive and you have to be proactive, and that is exactly

what we have done.

We have a national export strategy. We have a plan; we have a

strategy. We are implementing it and it has been working. That is

why we are so troubled, now that we finally got it together, and
we are finally doing those things that make sense to keep America
competitive, that we are, in effect, the Department of the future,

that there are some who want to see us move into obsolescence.

We have the Trade Promotion Coordinating Committee man-
dated by the Congress. We report to the Congress every year. I

have heard a lot of people say none of these activities are coordi-

nated or there is a lot of duplication. There is absolute coordina-

tion. I serve as Chairman of the Trade Promotion Coordinating
Committee. It is working. It pulls the export promotion activities

of the Federal Government together so the Eximbank, OPEC and
TDA are working together as part of the same team, and it is mak-
ing a difference in encouraging American exports. We set up an ad-

vocacy center in the Federal Government. I invite you to come over

and see it. It looks like the trading floor of an investment bank
where there are people with specific assignments tracking the hun-
dred or so biggest opportunities for American business and indus-

try around the world. Helping to assure that U.S. companies, and
therefore American workers, participate in those contracts.

Why? Not for some ideological reason or for some philosophical

reason, but because we are relentlessly pragmatic. We are about
creating economic opportunity. We are about creating economic
growth and jobs.
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Our one-stop shop is another example that served the needs al-

most exclusively of small and medium-sized businesses. Why have
we expanded those? Because we wanted to bring together
Eximbank, SBA and Commerce into one location so small business
people wouldn't be sent from pillar to post. Thus, allowing them
the opportunity to be made aware of the kinds of things they can
do in the export marketplace. These one-stop shops are working,
and they are working very well.

We have been helping businesses and workers face the future of
global competition. And this is a different world than it was 20
years ago, 10 years ago, 5 years ago, I would submit, Mr. Chair-
man, even 1 year ago. So we have to change the way we think. It

is not good enough just to do the same old things we have been
doing and doing it the same old way. We have got to do things in

a new, different, dynamic, and creative way. That is exactly what
we have been attempting to do.

I happen to believe, Mr. Chairman, that one of the most impor-
tant things about our work is that we have created a confluence
between trade and technology policy. Now, I know there are a lot

of folks that have finally concluded that it makes sense to have
Cabinet level representation for the American private sector, and
they have talked about things such as the Department of Trade
and that is worthy of discussion. I believe however that is much too

limited in this global marketplace.
I believe that trade and technology go together. I think they

mesh well together. I think it is important to have them operating
together. If we are going to be a first rate economy in the 21st cen-

tury, we have to pay attention to being first rate as far as techno-
logical innovation is concerned. That is one of the most important
things the Department does and unfortunately one that would be
eliminated under many of the proposals before the Congress.
As I sit here with you this afternoon, Mr. Chairman and mem-

bers of the committee, I have got 550 people over at Georgetown
University. I opened our conference today on our so-called BEM's,
our Big Emerging Markets. We have representatives from all of

those countries. We have 300 American business leaders in the

room talking about how American businesses can take advantage
of opportunities in these emerging markets. Markets which right

now represent 25 percent of the world's GDP, and by the year
2005, are going to represent probably half of the world's GDP.
So we are looking beyond the horizon, trying to focus on what it

takes to build our economic future. For example it is in sustainable

fisheries. I have heard some people say, what does NOAA have to

do with our economy? You try to tell a commercial fisherman that

he is not involved in America's economy and he will throw you
overboard. That fisherman is very much involved in America's
economy. You tell America's agricultural interests or transportation
interests that the National Weather Service isn't the key to their

survival.

The fact is that these things do have to do with our economic fu-

ture. They do have to do with how decisions are made. You tell

businesspeople that the Census Bureau and the Bureau of Eco-
nomic Analysis have nothing to do with our economy. A lot of the
most important business decisions in America are made based on
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the information and data which the Commerce Department pro-

vides.

Some folks say, what does the Patent and Trademark Office have

to do with commerce? It has everything to do with commerce, par-

ticularly with telecommunications technology making gigantic ad-

vances. The protection of intellectual property rights is at the very

center of our economic future. We provide business with voicing

their needs in the highest councils of government and we happen
to believe that that is important.

That is why we have heard so much from businesses, large and
small. I have heard some say that business isn't supporting the De-

partment. That isn't true. We have received over 1,300 letters in

the last 3 weeks in support of the Department of Commerce—unso-

licited letters, I might add, Mr. Chairman.
We believe in our work and we think that the America private

sector agrees as well. We are advocates for America business and
industry because we know that it is, in fact, the private sector that

must lead.

And frankly, Mr. Chairman, the President believes in what we
are doing, too. And that is why the President has authorized me
to tell you today, in simple and direct terms, that he will veto any
legislation that seeks to dismantle the Department of Commerce.
Do we think it is important, Mr. Chairman, to have an open and

honest debate about how we can do our work better? Absolutely,

we do. Do we need to be open to suggestions? Absolutely. Do we
need to talk about how we are right sized? Absolutely. Do we need
to be talking about how we need to be more frugal? Absolutely. And
the President has a plan for that. It is his plan that would balance

the budget in 10 years without some of these kinds of measures
that have been proposed and that we are now considering.

Let me speak, if I might, just for a moment, Mr. Chairman, to

some of the proposals that have been made in the legislation that

the committee is considering today.

I have said, and I repeat, that enactment of this legislation

would be tantamount to unilateral disarmament in a global mar-
ketplace. It doesn't make sense when we look to what it takes to

keep America economically strong in the future, and we know that

our national security is inextricably tied to our economic security.

If that was ever clear before, it should be even more clear now.
I believe that the legislation that the committee is considering is

at best penny wise and pound foolish. I am not even sure how
penny wise it is. It dismantles and scatters our trade efforts and
destroys the synergy that now exists. It really is a case where we
finally got it right where we should be looking at consolidation to

make it even better and instead we are looking at scattering these

various functions from pillar to post.

It would end a half century of bipartisan support for technology.

If there was ever a time when we need to be thinking about tech-

nology, it is now. And I know that there are some who say, well,

we ought to just tell the American private sector they ought to go
out and visit their nearest investment bank, they ought to see a
venture capitalist. They say that government shouldn't be involved
in this kind of activity.
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There is no patient capital around anymore. Venture capital
looks for privates that can produce a product in a year or 6 months,
get it to market, and sell it. There is nothing wrong with that. A
venture capitalist isn't interested in 5- and 10-year commercial
technological development programs. Those are things that can
only take place with a government-private sector partnership. That
has been proven over time.

When we look at what our global competitors are doing, we are
not even in the ball game yet. When you look at how they are sup-
porting business and industry, how they are attempting to achieve
technological superiority, and now we are talking about getting out
of that business, it makes no sense.

There is some talk of eliminating the ATP program, the ad-
vanced technology program. ATP is 1 percent of our Federal R&D
expenditures. That 1 percent is used to capture those projects that
can create whole new sectors of our economy. But we are talking
about doing away with it.

The problem is that this legislation attacks the most successful
efforts of the Department, of the administration, of the Federal
Government, and those most needed for global competitiveness.

I would argue, Mr. Chairman, it would hurt small companies. I

have already talked about our export assistance centers. I haven't
yet talked about our manufacturing technology centers which are
very important. You can't be a first rate economy if you allow your
manufacturing sector to go to seed. That trend is starting to re-

verse. The United States has been losing our manufacturing jobs
over the last 25 or 26 years. That has now leveled out.

We think it is very important to put new technology in the hands
of small and medium-sized business people, just as we did for agri-

culture at the beginning of the century. We didn't become the
breadbasket of the world by accident. We became the breadbasket
of the world because there was a real partnership between the Fed-
eral Government and our agricultural interests and farmers.
Maybe it is time to review that.

The world has changed. There might be a time to review our
present policies. But the time to get the Federal out of the civilian

technologies certainly is not now. This is the time to be redoubling
our efforts to make sure that we stay on the technological cutting

edge.
There are proposals in this legislation to eliminate the Minority

Business Development Agency. I think that is a terrible mistake.
I think we ought to be sending a message to minority Americans
that in fact they ought to participate in our economy, not just as
workers, but as entrepreneurs as well. That is the role and job of

MBDA, with a very small budget, but a budget that spends money
effectively and that gets a new whole class of entrepreneurs that
become role models for their communities.
These proposals would do such things as put export licensing in

the State Department. I would love the committee to ask some
businesspeople what they think about that and what the export li-

censing process would be like. We want to be competitive in the
global economy. We want to encourage exports. Obviously, we want
to be concerned about issues of proliferation and arms control. We
also want to be concerned about how we build our economic future.
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and I would submit, Mr. Chairman, that if you talk to business
leaders, they will tell you where they would like export licensing.

They would tell you how we have refined and streamlined the ex-

port licensing system and how we have improved the process dra-

matically over the last 2^2 years.

This legislation would wipe out our whole telecommunications
policy effort at a time when telecommunications is becoming more
and more important. One of the things that NTIA does is control

the spectrum. You couldn't possibly want to turn that over to an
independent agency to control the spectrum that is the property of

all the American people.

You must have telecommunications technology policy capability

when you have this tremendous explosion in telecommunications.
We are building a national information infrastructure. We are try-

ing to make sure that we don't create a society of information
"haves and have-nots." I don't know how you can do that effectively

without some unit of government somewhere to do that work. I

would argue that it belongs in the Commerce Department.
There is much at stake. There are a lot of ways to go about the

realities that we face in 1995. I am not a status quo Secretary of

Commerce. I believe in change. The President believes in change.
The Vice President believes in change and reinvention. We have
spent a lot of time on the issue of reinvention: How do we do things
better? How do we do more with less? How do we reduce the Fed-
eral payroll? It will be, at the end of this year, the lowest it has
been since the Presidency of John Kennedy. That is progress. So
we do believe in belt tightening.

The House Appropriations Committee is going about it in a dif-

ferent way. They voted out just last week an appropriations bill. I

am not happy with it, but I am certainly very pleased with the
leadership that Chairman Livingston and Chairman Rogers showed
in trying to be analjrtical, not a meat ax. You don't just go across
the board with a 20 or 25 percent cut everywhere. You make
choices. You establish priorities. That is what the appropriators
did. They went through that with great diligence, and, again, I am
displeased at some programs that I think are good programs that
were eliminated, but at least there was a thoughtful process to deal
with these very complex issues.

The fact is, Mr. Chairman, that transferring functions does not
save money. Box shuffling doesn't make government work better.

I would submit it makes it work less well because it makes it much
more difficult for us to coordinate our efforts. And savings that re-

sult, even if they are small savings, I believe can hurt our economy.
I think the things that we ought to be funding at the Federal

level are things that really attract private sector capital, things
that really spur economic growth and spur job creation.

Our Manufacturing Technology Centers leverage 8 to 1. That is

a pretty good expenditure of Federal dollars. We have taken a
budget for the International Trade Administration of $260 million
a year and we have brought home the bacon to the tune of about
$50 billion in the last 18 months. That is leveraging Federal dol-

lars. That is creating jobs for American workers.
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I have indicated, Mr. Chairman, that I look forward to this hear-
ing, I look forward to having a dialogue with Members of Congress
who I know are proceeding in good faith and with whom I would
like to engage to discuss these issues, figure out how we do our
work better. But do it in a thoughtful way.
Just saying we eliminated something is not necessarily good for

the American people. That is saying something different than sav-

ing monev. It is saying something different than downsizing and
that is why I mentioned what the appropriators have done. They
saved a lot of monev but they haven't done it just through massive
elimination. It might sound good to say I have eliminated some-
thing, but does it make sense for America's economic future?

I would argue very respectfully, Mr. Chairman, and members of

the committee, that these proposals don't make sense for America's
economic future, and I look forward to engaging in dialogue with
members of the committee on that subject.

Thank you very much, Mr. Chairman.
[The prepared statement of Secretary Ronald H. Brown follows:]

Prepared Statement of Ronald H. Brown, Secretary of Commerce

Mr. Chairmen, Members of the Subcommittees, I appreciate the opportunity to ap-

pear before you today. I want you to know that I come before these subcommittees
today with an open mind about how the work and the structure of the Commerce
Department can be improved. I know you have given this subject much thought, and
I genuinely look forward to discussing these matters with you.

But on the underlying question of whether the United States of America needs

a Commerce Department—on this issue I cannot yield. I say this not because I am
the Secretary of Commerce, and so have an allegiance to the institution that re-

quires me to defend it. Rather, I am committed to the survival of the U.S. Depart-

ment of Commerce because I believe passionately that the work of this Department,
and the manner in which its various components relate to one another, is essential

to the economic growth and well-being of this country. The issue for me is not

whether, in these times of fiscal austerity, we can afford the U.S. Department of

Commerce—the issue is whether we can afford to be without it. Today's Commerce
Department works to create jobs and enhance economic opportunity for the Amer-
ican people. Commerce works to represent American business interests at the high-

est levels of government, including at the Cabinet table. Commerce works to level

the playing field and to provide the tools that American companies, workers, and
communities need to remain competitive in the global economy.

Frankly, I am a little disheartened that the need to have a U.S. Department of

Commerce is not obvious to each member of Congress. Clearly this is not the case,

because you have asked me to comment on a proposal that eliminates the Commerce
Department—a proposal that, in my view, terribly weakens this country in its battle

to remain strong and competitive in the global marketplace. My testimony will not

dwell, however, on the details of H.R. 1756, because I believe its deficiencies are

self-evident. Rather, if we are going to engage in a conversation about how best to

organize the work of the Department, it is critical that you understand exactly what
Commerce does and how we are reinventing ourselves in order to see the implica-

tions of its elimination. Indeed, Commerce programs are essential for the long-term

health of the economy and are an investment in the future.

This morning I will provide you with concrete examples of iust how successful the

Department of Commerce has been, from international trade in South Africa and
Saudi Arabia, to technology development and deployment in California and Con-

necticut, to helping preserve the viability of the U.S. semiconductor industry in the

face of an unfair foreign onslaught, to fishery conservation in Oregon and Maine.

It is a solid record of achievement. Most significantly—and this point is critical

—

it is a record of achievement that could not have been accomplished but for the

unique and effective configuration of today's Commerce Department.

commerce at work

As the President recently stated, this Department helps the private sector face

the trends that affect the world's economy. Markets are becoming increasingly glob-
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al. Competition is fierce and relentless. Technology—one of the principal drivers of

sustained economic growth—is constantly changing, knowing neither predetermined
home nor boundaries. The ability of smaller companies to enter export markets and
develop and adopt innovations is increasingly vital. In such an environment, the
American economy depends in large part on our companies' abilities to innovate,

and to survive and to prosper in new markets abroad and against foreign competi-
tion at home.
That is why the President has put forward a national economic strategy—with

Commerce at center stage—which includes concrete tools to enhance investment, to

open markets and to promote exports, to encourage innovation, and to educate and
to train our people. Ajid the President's recent budget reaffirms the importance he
places not only on balancing the Federal budget in a way that enhances sustainable
economic growth, but also on maintaining investments in education and training,

and, most relevant to this hearing, on stimulating investment, opening markets and
promoting innovation. In fact. Commerce programs help the U.S. economy more
lully realize its growth potential, thus contributing to incomes and tax revenues
that finance these public expenditures.
The Department of Commerce's emphasis on boosting U.S. exports and stimulat-

ing technological innovation recognizes that open markets and technology are criti-

cal to our Nation's ability to compete. In both areas, the United States must have
in place policies and programs that work to level the playing field for American
businesses and workers. It is important to remember that compared with our major
trading partners, the United States ranks dead last in expenditures for export pro-

motion relative to the size of our economy. It is important to remember that com-
pared with Japan and Germany, the United States spends less on non-defense R&D
as a percentage of GDP. It is important to remember that our trading partners have
taken seriously the need for public-private partnerships that promote economic com-
petitiveness.

For too long, U.S. companies were shut out of lucrative foreign markets or repeat-
edly lost bids for international contracts, while foreign governments aggressively
promoted the interests of their firms abroad. Smaller manufacturers in the United
States, unable to modernize quickly enough and meet payroll, laid off workers and
closed their plants in the face of fierce and relentless competition. And report after

report told us that the United States was losing ground in virtually every area of
high technology—from automobiles to semiconductors—as the Federal government
stood idly by.

This Department of Commerce has instituted the programs and policies that
mean cutting-edge, competitive, better paving jobs. We work everyday to boost ex-

ports, to deregulate business, to help smaller manufacturers battle foreign competi-
tion, to advance the technologies critical to our future prosperity, to invest in our
communities, and to fuse economic and environmental goals.

With the smallest budget of any Cabinet department, the Commerce Department
has, nonetheless, posted a solid record of achievement. We are American business'
surest ally in iob creation, serving as a vital resource base, a tireless advocate and
a Cabinet-level voice for the private sector.

While the Department's reach is wide, do not confuse its breadth with a lack of

focus. All of our activities have a central focus: creating jobs and promoting the
long-term competitiveness of the Nation's economy. To that end, all of the bureaus
of the Department aim to contribute to the five cross-cutting Departmental themes
of promoting export growth, advancing civilian technology, promoting environmental
stewardship, promoting economic development, and providing the necessary sup-
porting economic information and analysis.

• Export Growth: Over the last seven years, U.S. exports of goods and services
accounted for over one-third of U.S. economic growth and export-related jobs grew
six times faster than total employment. The Department of Commerce has the pri-

mary responsibility to advocate for U.S. exports and international economic affairs.

The Department of Commerce has staff devoted solely to helping U.S. companies in-

crease their exports.
We devote over 80 percent of our trade promotion resources to small- and me-

dium-sized businesses. That translates into answering more than 2,300 faxes and
calls at the Trade Information Center and other Commerce offices every day. Any-
one can walk into or call one of our 73 domestic offices, including six "one-stop" ex-
port assistance centers co-located with the Small Business Administration and the
Export-Import Bank. In 1994 alone. Commerce generated 4,000 export success sto-

ries with small- and medium-sized companies. By any measure. Commerce works
to boost exports and create jobs. For example,—I have led Presidential Trade Missions to Russia, China, India, South America,

South Africa, and other booming export markets. In 1994 alone, our advocacy
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helped produce some $45 billion of foreign business deals, with $20 billion in

U.S. content, supporting over 300,000 person years of employment in America.

—For the first time, we have energized the Trade Promotion Coordinating Commit-
tee under Commerce's chairmanship and brought under one umbrella all Fed-

eral export promotion efforts. We nave enhanced trade finance services, im-

proved the delivery of trade information, identified new markets with high

growth potential, and provided high-level advocacy for American business.

—We helpea Polaroid Corporation by working with the Indian Government to lower
India s 50% tariff on imports on instant print film—the tariff was lowered by
more than half

—We helped GE Corp. (in a consortium with Black and Veatch) win a contract to

build a power generation plant in Malaysia. According to the company, the $250
million project supports 2,700 jobs for GE and its suppliers.

—We helpea NfYNEX win a complex bid to install a global telecommunications sys-

tem known as FLAG (the Fiberoptic Link Around the Globe) which, when com-

Elete, will be the longest undersea telecom cable, running from Japan to the

fnited Kingdom. The project's value has been estimated at $1.4 billion with

$900 million in U.S. content, supporting 10,000 U.S. jobs.

—We have eliminated obsolete and inefficient controls and streamlined the export

control process, without jeopardizing national security, freeing up $32 billion in

exports.

—We have developed a new comprehensive export license review system that per-

mits greater interagency participation in return for firm time limits and a dis-

ciplined dispute settlement process.

—We nave worked with our trading partners to implement market-opening initia-

tives, such as NAFTA and the GATT. We supported USTR in the Japanese auto
talks aimed at creating opportunities for American firms and workers.

—We are actively enforcing laws against unfair trade practices to provide firms in-

jured by imports with the relief to which they are entitled. The unfair trade

laws complement our market opening efforts overseas, by ensuring a level play-

ing field at home, while pursuing long-term solutions abroad.

—We conduct over 41,000 domestic counseling services for smaller companies each
year, facilitating more than $4 billion in exports by smaller businesses. For ex-

ample:
* Commerce helped Aquatics Unlimited of California win a five-year, $10 mil-

lion contract to clean up Indonesian canals. This boosted the company's employ-
ment from 20 to 50.

* We helped Calmaquip Engineering Corp. (small and minority owned) win
a $7 million contract to supply medical equipment and services to a university

hospital in Turkey.
To eliminate these successful trade promotion efforts or move the Bureau of Ex-

port Administration from the Department of Commerce to somewhere else in the

government would relegate U.S. companies of all sizes once again to second-place

status in international competition. The potential economic gains from retaining

Commerce far exceed the Federal investment in the Department. And the commer-
cial stakes are sky-high. By the year 2010, for example, world imports of our trading

partners are expected to increase in real terms, by more than $2 trillion over today's

level. Infrastructure development projects alone are estimated to be at least $1 tril-

lion in Asia by the year 2000 and to approach $500 billion in Latin America over

the next decade.
The Clinton Administration believes U.S. companies should have every oppor-

tunity to win these contracts. But, without strong support from the U.S. govern-

ment, the international playing field will continue to be tilted against U.S. firms

—

and U.S. workers.
• Civilian Technology: Innovation is also Critical to economic growth and job cre-

ation. It is estimated that at least 50 percent of the Nation's growth over the last

50 years is related to the development and use of technology. And the jobs that

growth produces are exactly the ones we want to create. The average annual com-
pensation in the high-technology sector exceeds the average for all manufacturing
by 20 percent. For the last five decades, the Government invested in science and
technology in defense of the Nation and in pursuit of national goals related to

health, space and the quest for knowledge.
Times and technology have changed. We face stiff international competition in one

field after another. Cycle times—the time from innovation to product—have short-

ened in most industries. We can no longer hope that a technological breakthrough
spurred by a national security need will be first to market.
And, R&D trends are still a concern. In the United States, public and private sec-

tor investment in R&D has been anemic for more than a decade, declining from an
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annual growth rate of 4 percent from the 1980's to 1.5 percent for the first three
years of the 1990's. To meet fierce and relentless foreign competition and stock-

holder expectations, many U.S. companies have front-loaded R&D investments,
choosing to pursue short-term goals and commercialize products more quickly.

Today, U.S. companies invest less than 5 percent of their R&D in long-term, risky

projects, creating a gap between federally funded basic research and private sector

firoduct development. Moreover, since 1992, companies like AT&T, General Electric,

BM, Kodak, Texaco, and Xerox—world renowned for their investment in long-term
R&D—have dramatically reduced their R&D spending.
Meanwhile, international pressures keep rising. The Wall Street Journal reports

that major high-technolo^ companies overseas increased R&D spending 23 percent
from 1988 to 1993, while U.S. funding remained flat. For years our competitors have
consistently invested a higher percentage of their resources in non-defense R&D
than the United States, with Japan investing 35 percent more than we do on a per
capita basis and Germany investing 30 percent more. In addition, emerging eco-

nomic powers—China, India, Taiwan, Singapore, South Korea—have been aggres-
sively promoting investment in R&D and deployment of technology. China, for ex-

ample, earlier this year announced that it will increase publicly supported R&D by
nearly 1 percent of GDP by the year 2000. This year the United States ranks 28tn
in the world in the percentage of public R&D funding dedicated to civilian research
behind every industrialized nation and just ahead of the Czech Republic.
And, lack of adequate investment in R&D is taking its toll on America. Based on

OECD designations, the United States trade balance in "high tech" manufacturing
industries has steadily eroded for the past 15 years and been negative for a decade.
Our trade surplus in "Advanced Technology Products"—which includes advanced
materials, biotechnology, aerospace, electromcs, flexible manufacturing, information
and communications, and opto-electronics—has eroded by more than 20 percent be-
tween 1990 and 1993. By one measure, the U.S. erosion of market share in elec-

tronics has meant about $100 billion in lost sales between 1985 and 1989 alone.

Likewise, the U.S. share of world markets for aerospace products declined from a
high of 79 percent in 1970 to 62 percent in 1988. At today's operating rates, this

is equivalent to about 300,000 lost American jobs.

To face these challenges. Commerce has instituted a different model, one which
focuses explicitly on civilian industrial technology and better connects the Federal
basic research mission to real-world private sector commercialization—one in which
public-private partnerships spur private sector investment in high-risk, long-term
innovations and get technologies into the hands of America's small- and medium-
sized manufacturers. The results speak for themselves:
—The Department of Commerce is funding 42 manufacturing centers in 32 states

through its Manufacturing Extension Partnership (MEP). These centers are
helping the Nation's 381,000 smaller manufacturers battle foreign competition
by adopting modern technologies and production techniques. In 1994, the cen-
ters' staff made more than 10,000 site visits to smaller companies, during which
they assessed company operations and recommended ways to improve efficiency.

Survey data of companies served by the MEP indicate an 8-to-l payoff on Fed-
eral investment in terms of increased productivity, better paying jobs, and en-
hanced competitiveness.

—The Advanced Technology Program (ATP) helps fill the gap between basic and
mission-oriented R&D—which accounts for the great majority of the U.S. Gov-
ernment's R&D spending—and short-term commercial research, which accounts
for almost all of the private-sector spending. The ATP provides cost-shared
awards to companies and consortia for competitively selected projects to develop
high-risk, enabling technologies—not products—that have huge economic poten-
tial but whose prospects are too uncertain to attract investment capital and
whose benefits disperse too widely to permit a single firm to capture the result-

ing economic benefit. The early results of an analysis of ATP awards to date
finds important new technical capabilities, creation of new jobs, new commercial
opportunities—and some early growth—for U.S. firms and our technology base.
Although the major benefits of the ATP will take years to realize, preliminary
data from 34 small firms indicate that over 90 percent expect to aad new em-
ployees within 5 years; of these half expect to add more than 25 employees.

—The National Telecommunications and Information Administration, consulting
closely with the private sector, has taken a strong leadership role within the
Administration on all issues involved in advancing the national information in-

frastructure (Nil) and the global information infrastructure (Gil). NTIA has
worked with the private sector to set forth blueprints for the Nil and Gil and
implemented a grant program to demonstrate the potential of the Nil in local

communities across the Nation, focusing on applications in the areas of edu-
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cation, medicine, and community networks. NTIA also developed a plan for re-

lease of 235 MHz of Federal radio spectrum to the Federal Communications
Commission (FCC) for assignment to the private sector, which is expected to

spawn a new generation of wireless telecommunications and information serv-

ices. NTIA also was instrumental in developing the policy under which the FCC
auctioned radio spectrum licenses, 3delding close to $9 billion for the Treasury.

—Strong intellectual property protection enables American inventors to gain the full

benefits of their creations, stimulates more innovation, and protects businesses

and consumers from unfair trade practices. The Department plays a central role

in the Administration's efforts to provide better protection of intellectual prop-

erty, particuJarlv in the international arena, such as enforcement of bilateral,

regional and global agreements, as well as U.S. trade law.

• Sustainable Development: In recognition that economic growth must go hand-
in-hand with environmental stewardsnip, the Commerce Department and its Na-
tional Oceanic and Atmospheric Administration conduct programs designed to pro-

vide a better understanding of the connections between environmental health, eco-

nomics, and national security. Commerce's emphasis on "Sustainable Fisheries," in-

cluding particular emphasis on emergency situations in the Northeast and Pacific

Northwest, is saving fisheries and conn-onting short-term economic dislocation,

while boosting long-term economic growth. The Department of Commerce is where
business and environmental interests intersect, and the classic debate on the use
of natural resources transformed into a "win-win" situation for the environment and
the economy:

—Commerce's activities help create sustainable economic opportunity in the multi-

billion-dollar marine-fisneries industry. NOAA funding of New England fisher-

men, for example, has helped them establish an aquaculture cooperative that

cultivates nori seaweed as a cash crop, resulting in $30 million in annual ex-

ports.

—Commerce protects life and property and helps to predict and ameliorate man-
made causes of longer-term climate change by improving environmental mon-
itoring, prediction and assessment. NOAA weather research and monitoring has
resulted in improvements that enhance the accuracy of hurricane track models.

These models have reduced the size of the warning area, resulting in savings

of $1 million for each mile of coastline that is not needlessly evacuated.

—By promoting the development of environmental technologies, Commerce creates

high-quality jobs, builds the national civilian technology base, and provides the

world with tools to protect the environment. For example, Hewlett-Packard and
Riverside Technology, Inc., have won contracts to furnish the hardware—based
on technology development funded by NOAA—needed to operate the Water Re-

sources Forecasting System in China.
—NOAA's ocean and coastal management efforts have resulted in the development

of estuarine research reserves, national marine sanctuaries and federally ap-

proved state coastal management programs. These management efforts success-

fully balance competing needs of resource protection and economic development.
Further, these efforts create appropriate Federal-state partnerships in ocean
and coastal management.

—Commerce improves understanding of the environment and the influence of

human activities on the environment so as to make cost-effective decisions that

are in keeping with sustainable development. For example, NOAA research is

pointing towards more effective approaches to lowering the levels of surface-

level atmospheric ozone in some areas of the country. This chemical's presence
in the lower atmosphere adversely affects human health, crop productivity, and
forest health. This new understanding can save billions of dollars in the com-
mercial sector from misdirected regulatory actions. Additional large economic
gains would result from the effective reduction of ozone's impacts on health, ag-

riculture, and forestry.

• Economic Development: Because economic opportunity is not evenly dispersed to

all communities and because of the dynamic nature of our economy, the Commerce
Department includes programs to help areas respond to conditions of economic dete-

rioration and dislocation. Under the Department's economic development programs,
we help communities build the capacity to plan and implement economic develop-

ment strategies needed to respond to problems and to restore their job bases. The
Economic Development Administration (EDA) provides grants to help communities
fund the infrastructure improvements needed to support development. We have
been particularly active in helping communities respond to problems caused by the

downsizing of the defense industry. With 70 major military facilities selected for clo-

sure or realignment in the first two rounds and an additional 49 major facilities rec-

ommended by the Defense Base Realignment and Closure Commission for closure
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or realignment in the 1995 round, the need for this assistance will continue to grow.
Through the Minority Business Development Agency (MBDA), Commerce helps in-

crease the participation of minority businesses in the various sectors of the econ-

omy, thereby helping them increase emplo3Tnent in their communities.

—In St. Louis, which was among the first communities to be affected by defense cut-

backs, EDA worked with local governments to support business needs, including
manufacturing extension, export assistance, and business financing assistance.

Additional funding was provided to support a revolving loan fund which has
made loans totaling $770,000 to defense-injured businesses and leveraged an
additional $1.2 million in private investment, and created nearly 200 new jobs.

—In Buffalo and Erie County, New York, which have suffered significant economic
deterioration, EDA supported a revolving loan fund which in part targets start-

ups. Over $42 million in direct loans have been made including over 200 loans
to 182 companies, creating more than 4,700 jobs in the two communities.

—In Los Angeles, the Minority Business Development Agency reports $1.1 billion

in minority business enterprise contract and procurement awards, resulting in

21,000 jobs in the greater Los Angeles area.
• Economic Information and Analysis: The ability of decisionmakers in both the

private sector and the Government to promote economic opportunity and growth de-

pends on the quality of the data available. The Census Bureau and the Bureau of
Economic Analysis generate economic data on the gross domestic product, inter-

national trade, the population, retail sales, housing starts and demographic shifts

that are critical to business' ability to measure economic performance and make
sound investments. By providing complete and accurate economic and demographic
information and analysis as the foundation for improved public and private deci-

sions. Commerce helps create the tools for U.S. businesses, workers, and commu-
nities to prosper in an increasingly integrated world economy.

—A Bakersfield CA company, ASU and Associates, that locates sites for commercial
and retail operations, particularly supermarket sites in areas that are not
served or under-served, recently used a wide variety of the Census Bureau's de-
mographic data to analyze and recommend three supermarket sites in areas
that previously had none. When built, the new stores will create local employ-
ment and reduce the miles local residents have to travel to shop.

—For the past 20 years, McDonald's has relied on demographic data and maps from
the decennial census to perform market analyses and determine site locations
for new restaurants. McDonald's also uses Census' TIGER Line files (digital

map database files) to merge their own proprietary information with detailed
social and economic data from the decennial census for use in corporate plan-
ning.

—BEA's information is available to business through news releases, its monthly
Survey of Current Business, CD-ROMS, tapes, diskettes, and through ESA's
STAT-USA products. STAT-USA runs the Economic Bulletin Board, a ten-year-
old on-line service for current economic, business and trade information. Nearly
4,000 customers subscribe to the service, including businesses of all sizes.

STAT-USA also runs the government's business and economic node on the infor-

mation superhighway. STAT-USA has almost 1,500 Internet subscribers and
has logged over 1.2 million inquiries in the last six months. STAT-USA also pro-
duces tne National Trade Data Bank on CD-ROM, purchased by 6,000 cus-
tomers and available through libraries and DOC field offices to other busi-
nesses.

In today's global economy, economic competitiveness is seamless: trade policy
opens opportunities for high-technology companies; technological proficiency is the
base for continued economic development; and economic development will often turn
on the wise use of environmental resources and responses to change. The Depart-
ment of Commerce is where these connections are made. We focus on economic
growth. And we work better because we are confronted daily by the intersection of
trade, technology, economic development, sustainable development, and economic
analysis.

REINVENTION AT COMMERCE

The Commerce Department is also reinventing itself We have made bold and dra-
matic changes, never being satisfied with the status quo. Over the past two and one-
half years we have emphasized, initiated, and expanded programs that work in
partnership with the American people to secure the Nation's economic future. At the
same time we have downsized, cut regulations, closed offices and eliminated pro-
grams and jobs that are not part of our core mission. The bottom line is that, after



107

much thought and debate, we have already made many hard choices needed to

make this Department "state of the art."

I would like to make one point clear. Reinvention at the Department of Commerce
has not only meant cutting or improving existing services. It has also meant pur-
poseful growth, particularly in the areas of trade and technology.
Some people would treat reinvention as if each department were an entity unto

itself, isolated from its place as part of the Federal Government—almost as if each
department were a separate corporation. I believe a more useful way of looking at

reinvention is to compare the entire Federal government to a major corporation, and
view the Department of Commerce as a critical function within that corporation. A
company going through a reinvention process may shed jobs and functions, but it

will also expand and enhance operations that are vital to its long-term growth. It

is certainly going to build on partnerships with its customers that work. We believe
expansion ofessential programs at Commerce is vital to economic growth.
The benefits that spring from reinvention at the Department of Commerce are

easily observed. You can see it in the small firms helped by our export promotion
and technology programs, and you can see it in businesses' use of economic statistics

and the Weather Service information. Of course we are always striving to improve
what we do. That is why we are reviewing all our activities as part of "Phase 11"

of the Administration's Pieinventing Government efforts.

• Partnerships That Satisfy Our Customers Needs: We have instituted or contin-

ued partnerships with the private sector that make America stronger because they
serve clearly defined private sector needs. More importantly, to ensure their success,

they have been designed, built-upon, or reinvented to be customer-focused, respon-
sive, efBcient, effective, and accountable to the American people. They are, in es-

sence, the right programs designed to work the right way. For example:

—The Advanced Technology Program makes awards to innovative companies—re-

gardless of size—that are not competitive for private sector financing based on
the high-risk, long-term R&D they are pursuing despite its broad-oased eco-

nomic potential. ATP awards are merit-based, competitive, industry-led, and
cost-shared to ensure impartiality. The ATP has focused its funding on promis-
ing technologies based on industry input, including over 900 "white papers" sub-
mitted by industrial firms.

—The Manufacturing Extension Partnership works with states to establish or ex-

pand services designed to assist small- and medium-sized manufacturers. Serv-
ices supported with Federal dollars and matched by states are provided through
non-profit manufacturing extension centers. All centers are chosen and funded
through a rigorous, ment-based competition. Ernphasis is on a grassroots serv-

ice delivery, facilitated by a small Commerce staff of fewer than 60 people.
—We have opened an Advocacy Center at Commerce to coordinate and lead an Ad-

vocacy Network for the 19 members of the Trade Promotion Coordinating Com-
mittee (TPCC) and to provide a single point of contact for the private sector.

The diverse mandates of TPCC agencies enable them to provide the services
U.S. businesses need to compete effectively for foreign contracts. As noted ear-

lier, our advocacy efforts have already produced results.

—We have created 'one-stop" U.S. Export Assistance Centers (EACs) that provide
a more rational and integrated service delivery network for America's small-
and medium-sized exporters. Through co-location of Commerce's U.S. and For-
eign Commercial Service, the Export-Import Bank, and the Small Business Ad-
ministration and in cooperation with public and private export service partners,
the EACs provide counseling and services in export marketing and trade fi-

nance that American exporters need to compete.
And, while some critics have called Commerce bloated and bureaucratic, our cus-

tomers differ. In fact, the Commerce Department is the first, and only, department
to conduct a comprehensive survey of over ^2,000 customers. This survey reveals
that Commerce's customers have an overall satisfaction rate with our products and
services of more than 90 percent. Without a doubt, our restructuring efforts have in-

creased customer satisfaction and delivered results.
• Downsizing and Streamlining at Commerce: Commerce is successful because we

have focused intensely on programs and policies that support our core mission.
We have also eliminated activities that do not support that mission. To date,
we have taken the following steps to downsize and streamline:

Work Force Reductions: Initiated plans to reduce the work force by 17 percent
over the next five years, having already eliminated 1,350 positions. Eliminating an
unnecessary layer of management between employees and the Secretary by the end
of 1996. Implemented plans to halve the ratio of managers to workers at the Na-
tional Oceanic and Atmospheric Administration (NOAA) from 1:6 to 1:12 by 1999.
Re-engineering the way we conduct the decennial census, with anticipated savings
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of $1 billion and 200,000 fewer temporary census employees when compared to

1990.

Office Closings: Proposing to reduce the number of weather stations across the
Nation by nearly 50 percent with the implementation of weather service moderniza-
tion. Closed regional offices of the Bureau of Export Administration in Oregon and
New Hampshire. Closed the Washington, D.C. regional office of the Minority Busi-

ness Development Agency.
Reduced Regulatory Burden: Changed controls on computers and telecommuni-

cations equipment, eliminating requirements for prior approval on over $32 billion

worth of exports, and proposed the first complete rewrite of the export control regu-

lations in 45 years, which makes compliance easier, particularly for small firms. Re-
duced grants processing time within the Department by 25 percent. Simplified

forms, encouraged electronic filing, and coordinated data sharing with other statis-

tical agencies to reduce respondent burdens, saving the private sector hundreds on
thousands of dollars in time and money. Preparing to delete almost two-thirds of

the Economic Development Administration's regulations. Identified and instituted

plans to consolidate, eliminate, or repeal obsolete and redundant NOAA regulations

that will reduce the NOAA regulations by nearly half
Privatized Operations: Proposing in FY 1996 to turn over to the private sector spe-

cialized weather forecast programs. These are the agricultural weather, fire weather
(non-Federal, non-wildfire), fruit frost and marine radio facsimile programs.
Privatized management of over 20 overseas trade fairs, with plans to expand this

effort to include other events, such as the Paris Air Show. Developed a plan which
will build new partnerships with the private sector and the university community
to help meet NOAA's fleet requirements through a mix of charters and lease-build

arrangements. Proposing to create government-owned corporations or to move to

more business-like structures for portions of the operations of the Patent and Trade-
mark Office and the National Technical Information Service and potentially other
Commerce units. Preparing to select a respected private organization to continue
publishing the Bureau of Economic Analysis' Cyclical Indicator Series (the leading
economic indicators), potentially freeing up $400,000 annually to fund pressing pri-

orities within the Economics and Statistics Administration, especially those identi-

fied by BEA's recently completed Mid-Decade Strategic Review of Economic Ac-
counts.
Our reinvention process has been a rigorous one—and is continuing—but already

it has shown dramatic results. Of course, we would like to build on our successes,

using information and feedback, like the Commerce Customer Satisfaction Survey,
to continue to improve the way we work to enhance and ensure economic oppor-
tunity for the American people.

LEGISLATIVE PROPOSALS TO RESTRUCTURE COMMERCE FUNCTIONS

Despite manifest evidence that Commerce works and is getting better, some have
proposed to dismantle the Department. Before embarking upon such a course of ac-

tion, we must be sure that the result of such a radical re-structuring of Government
functions is a better, more responsive Government that meets the real needs of the
people. The two proposals pending before Congress, H.R. 1756 and S. 929, fail that
test. To the contrary, they terminate many essential functions and dilute others
through dispersal to disparate agencies, saving no money but causing confusion and
inefficiency.

These proposals recklessly abolish EDA, NTIA, USTTA, and MBDA. They elimi-

nate the commercial perspective to export control matters by sending the functions

to the Treasury Department and to the State Department (H.R. 1756) or Defense
(S. 929). They terminate the critical Advanced Technology Program and Manufac-
turing Extension Partnership and the Technology Administration. They propose to

privatize criticaJ NIST laboratory and standards functions. They would break up our
winning team at ITA, eliminating essential international economic policy, trade de-

velopment, and domestic field export promotion functions, while placing other parts
at USTR, Treasury, and the International Trade Commission. They would transfer
management of spectrum used for national defense and national security purposes
to the FCC, an independent, regulatory agency. They would decimate NOAA's envi-
ronmental stewardship by scattering functions among the Departments of the Inte-

rior, Transportation, Agriculture and Defense, and by eliminating important re-

search and fishery programs. And they would jeopardize economic information by
dispersing Commerce's statistical agencies across the Government, thereby jeopard-
izing the quality and integrity of the economic data and analysis that American
businesses and policymakers rely on to make vital decisions about the future. The
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bills then eviscerate the entire range of transferred functions by subjecting them to

an indiscriminate across-the-board 25 percent cut.

It would take too long to provide you a detailed rebuttal on each of the various

"dispositions" of Commerce Department functions that would be made by the pro-

posals. I have attached to the testimony a summary of our objections to some of the

major provisions. But I believe it is important to understand a few specific reasons
why we oppose these bills:

• They would eliminate business' voice at the Cabinet table. Only the Department
of Commerce has the primary responsibility to advocate for U.S. exports and
international economic affairs, representing U.S. business' interests before for-

eign governments and at the Cabinet table. Every other one of our major trad-

ing partners has its counterpart to the Secretary, including Japan's Minister of

International Trade and Inaustry and Germany's Minister of Economics. Their
sole purpose is to enhance their own nation's economic interests in the global

market place. Without a Cabinet-level Department of Commerce, the voice of

U.S. business would certainly be lower, if not lost.

• They would eliminate trade advocacy. The Department of Commerce leads our ad-

vocacy for U.S. firms through a unified National Export Strategy. As I stated

earlier, compared to our major trading partners, the U.S. ranks dead last in ex-

penditures for export promotion in relation to the size of our economy. For
years, leaders of other nations have been aggressively promoting exports. To
eliminate this function would relegate U.S. companies once again to fend for

themselves in the face of fierce competition from foreign public-private partner-

ships.
• They would transfer export licensing to the State Department (or to Defense in

S. 929) and transfer export enforcement to functions to the Treasury. As a part

of the Commerce Department, BXA is uniquely situated to administer, from an
economic and commercial point of view, export control programs that have a sig-

nificant impact on U.S. industry. Because other departments have different mis-

sions and objectives, no other is as well positioned to balance fairly the various

concerns of commercial need, national security and foreign policy when making
licensing decisions. Moreover, licensing and enforcement responsibilities should
not be split. Each function benefits from its links to the otner. Only BXA has
the enforcement capability specifically dedicated to export control and anti-boy-

cott enforcement.
• They would roll back the gains we have made in civilian technology and inappro-

priately rest telecommunications and information policy matters in the FCC, an
independent agency. Our biggest competitiveness challenges lie ahead. Only the

Department of Commerce has the primary mission of partnering with industry

to help advance high-risk R&D with potential long-term economic pay-offs and
get technology into the hands of the businesses and workers that need it most.

As the Council on Competitiveness recently stated: "We must not confuse short-

term cyclical improvement with the resolution of long-term problems." This Na-
tion must continue to reverse our R&D trends. For more than a decade we have
invested less than our competitors in civilian R&D. While U.S. companies have
made remarkable progress in several technologies critical to our future, we can-

not afford to go back to the 1980's, when the U.S. position in many economically

vital areas was weak or lost to foreign competition. And with the telecommuni-
cations and information sector constituting the world's largest economic sector

—

over $590 billion in annual revenues—it is no time to eliminate the Cabinet
voice for telecommunications policy. Given the sensitive nature of a number of

spectrum management and other telecommunications issues, we cannot afford

placing this function in a independent agency.
• They would hurt small companies. The Department of Commerce is focused on

helping smaller U.S. companies increase their exports and manufacturing abil-

ity to remain globally competitive. No one has felt the effects of fierce inter-

national competition more than smaller U.S. manufacturers. They are strug-

gling to maintain domestic markets while imports have more than doubled since

1980. They are fighting to establish a foothold in lucrative international mar-
kets, but lack the resources for extensive market research and technical assist-

ance. They are trying to modernize their plants and equipment and still meet
the payroll. That is why the Commerce Department has focused a vast majority
of our trade promotion resources on smaller companies—facilitating more than
$4 billion in exports—and helped to establish a nationwide network of manufac-
turing centers able to bring technology to the Nation's 381,000 smaller manu-
facturers.

• They would uncouple the important link between economic decisions and environ-

mental stewardship. With NOAA, the Department of Commerce is the only Fed-
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eral Department that integrates economic, environment, technology, and infor-

mation in a context of a mission of economic growth. No other agency working
in the natural environment has NOAA's unique capabilities to measure, mon-
itor, manage and gain understanding of our atmospheric and marine systems.
These capabilities are vital to the ecological and economic health of the Nation.

NOAA integrates these capabilities to provide services to the public and pro-

mote sustainable development. These bills would destroy the synergy among
NOAA's services as well as the critical linkage between the economy and the
environment.

Clearly, dispersing the functions of the Commerce Department among a number
of agencies makes no sense economically or programmatically. These proposals to

dismantle the Commerce Department are based on a fundamental misunderstand-
ing of what we are about and an abject disregard for the strategies of our global

competitors. They would punish the economy and American workers and help our
competitors. They indiscriminately slash essential functions and splinter an effective

investment in the economy now underway. They silence the private sector's voice

in the Cabinet.
Commerce programs are not expendable. They are U.S. government's most power-

ful weapon in the age of economic conflict, and their elimination or movement would
deprive the business community and America's working families of the clout, the
critical cooperation, and the support needed to create the jobs of the future.

Just recently, President Cardoso of Brazil informed President Clinton that his

government had signed a $1.4 billion contract with a consortium led by the
Raytheon Company for the construction of the Amazon Surveillance System. This
announcement is a clear victory, not just for Raytheon and ito many American sub-
contractors and thousands of workers, but also for the President's National Export
Strategy of which Commerce's advocacy and business development missions are a
vital part. This contract will result in an estimated $700 million in U.S. exports.
And even better, Rajrtheon expects it to create or sustain 20,000 jobs. Over the next
seven years, Raytheon expects to hire several dozen small- and medium-sized sub-
contractors, in as many as 20 states, including, Alabama, New York, Maryland,
Texas, Kansas, California, New Jersey, Delaware, North Carolina, Florida, Georgia,
Vermont, and several others. This deal would not have happened without the avail-

ability of Commerce's trade, technology and environmental resources and the ag-
gressive advocacy on behalf of the consortium by Commerce.
Eliminating Commerce as an entity, slashing export promotion programs, and dis-

persing remaining functions among numerous agencies with diverse missions, isn't

"reinvention," it's shooting ourselves in the foot. The "benefits" of such dismantling
will go to our international competitors who continue to have the advantage of their

Governments' support. When one considers that Commerce has the smallest budget
of any department in the Cabinet, about three-tenths of one-percent of proposed Ex-
ecutive Branch spending, we believe that we provide a sound investment in the fu-

ture. It would be a serious mistake if the Congress' version of reinvention embraces
"downsizing" blindly and loses sight of the need to "right-size" the Government.
While the program terminations contained in the proposals merit rejection by

themselves, perhaps the proposals' most egregious flaw is that they destroy the sjti-

ergy that is created from unifying programs with a commercial focus in a single de-
partment. It is no answer to say that the proposals provide for the continuation of

essential Commerce functions by transferring a few trade-related functions to

USTR, some export control functions to Defense and others to Treasury, a few nar-
row technology functions to the National Science Foundation, and a few NOAA func-
tions to Interior, Transportation and Defense. All of these "recipient" agencies have
their own missions to accomplish; adding Commerce functions to their disparate
missions loses much in the transition because they lose their commercial focus.

Mr. Chairmen, let me conclude by saying that experience teaches us that the
sound way to make public policy is to bring competing stakeholders and their advo-
cates to the table and let them hash out their differences. When you cut out major
players, your job may seem easier, but your product is worse. And when it comes
to Cabinet deliberations, it is the responsibility of the Secretary of Commerce to

plead unabashedly the cause of business. Will we really be better off if Commerce
is not at the table when deliberating export control matters? Will we be better off

if the Commerce voice is absent in discussing international trade, technology, regu-
latory, environmental and economic policy issues? I am not suggesting that commer-
cial interests always carry the day in these deliberations; other interests are also
important. There is no doubt, however, that commercial considerations need to be
part of the equation. Having a voice at the table matters.
Thank you.
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SUMMARY OF MAJOR REASONS FOR OPPOSING H.R. 1756, "DEPARTMENT OF COMMERCE
DISMANTLING ACT"

1. Abolishment of the Department of Commerce (Title I). The Chrysler bill abol-

ishes the Commerce Department and establishes a Commerce Programs Resolution

Agency to wind-up the affairs of the Department over the course of three years. Nu-
merous existing programs would be terminated, while others would be transferred

to other agencies. The bill also limits expenditures for each remaining function for

all future fiscal years to 75 percent of the total amount expended to perform that

function during fiscal year 1994 (§310).
• Response: In an intensely competitive global economy, the U.S. Department of

Commerce has emerged as American business' surest ally in job creation: a vital

resource base, a tireless advocate, and a Cabinet-level voice for the private sec-

tor. No other Department can make this claim. While the bill includes a number
of terminations, the bulk of Commerce programs would continue but would be

dispersed to the President and 16 named agencies, at considerable cost to the

taxpayer. Rather than diluted through dispersal—an unnecessary and expen-

sive process—these functions should remain unified at a Department of Com-
merce. This will ensure that the business community continues to have a force-

ful advocate in Cabinet deliberations on economic issues. Moreover, reducing ex-

penditures for Commerce functions not otherwise eliminated to onlv 75 percent

of 1994 totals for each fiscal year is an unworkable approach to deficit reduc-

tion. Under this approach, even those activities that the sponsors of the bill ac-

knowledge are vital to the Nation's interest cannot be meaningfully performed.

This provision appears to have been drafted without any understanding of its

implications for Commerce programs.

2. EDA: Abolishment of the Economic Development Administration (§201). The bill

terminates immediately EDA's grant programs and abolishes the agency. It trans-

fers portfolio management with respect to the defunct loan programs to Treasury.
• Response: EDA is the only agency in the Federal government tnat conducts a spe-

cial program to assist communities in carrying out strategic plans to adjust to

changes caused by the downsizing of defense programs. With 70 major facilities

selected for closure or realignment in the first two rounds and an additional 49

major facilities recommended by the Defense Base Realignment and Closure

(Commission in the 1995 round, funding needs of impacted communities will in-

crease. Termination of EDA would also deprive communities of public works
and planning assistance that can be critical in helping communities address re-

gional problems of economic deterioration in order to preserve or expand their

job bases.

3. BXA: Transfer of the Bureau of Export Administration Functions (§§202-203).

The bill transfers export licensing functions of BXA to State (other than short sup-

ply which would reside with the President) and transfers export enforcement func-

tions to Treasury.
• Response: As a part of the Commerce Department, BXA is uniquely situated to

administer, from an economic and commercial point of view, export control pro-

grams that have a significant impact on U.S. industry. Because other depart-

ments have different missions and objectives, no other is as well-positioned to

balance fairly the various concerns of commercial need, national security and
foreign policy when making licensing decisions. Licensing and enforcement re-

sponsibilities should not be split because each function benefits from its links

to the other and because only BXA has the enforcement capability specifically

dedicated to export control and anti-boycott enforcement.

4. ITA: Transfer and Termination of Various International Trade Functions

(§204). The bill eliminates the International Trade Administration, transferring to

USTR a number of functions (including those related to antidumping and counter-

vailing duty (AD/CVD), the foreign operations of US&FCS, and various export pro-

motion and textile functions), and divides others between Treasury and ITC. The bill

abolishes a number of offices and functions, including the domestic operations of

US&FCS, regional and country analyses needed for supporting international nego-

tiations and trade promotion, and the Committee for the Implementation of Textile

Agreements (CITA).
• Response: Breaking up and dispersing the International Trade Administration

(ITA) among a number of agencies makes no sense economically or

programmatically. ITA is an integrated whole and has one mission: to help U.S.

companies sell products abroad and support U.S. jobs at home. ITA-led efforts

during 1994 resulted in U.S. firms winning foreign business deals with a U.S.

export content of approximately $20 billion, thus supporting over 300,000 jobs.
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Transfer of functions to other agencies with differing missions will detract from
this focus on exporting.

—Abolishing the domestic export promotion field offices and eliminating the

sources of sectoral, regional ana country analyses needed to support trade pro-

motion and international negotiations would deprive American companies, par-

ticularly small- and medium-sized companies, oi the tools needed to become suc-

cessful exporters and would place the United States at a disadvantage with its

trading partners.
—Transfer of major functions to USTR would change the nature and char-

acter of the Office of the USTR, which is currently a small trade-negotiating

agencv that serves as the President's adviser on trade matters, and entangle
it with a myriad of diverse programmatic responsibilities. Moreover, negotiation

of U.S. trade agreements and administration of the AD/CVD laws should re-

main separate to avoid subjecting decision-makers to pressure to make trade-

offs between issues in negotiations and AD/CVD enforcement.

5. PTO: Transfer of the Patent and Trademark Office (§205). The bill transfers

the PTO to Justice and requiring it to be fully funded oy fees.

• Response: The PTO is properly part of the Commerce Department and should not
be affiliated with the Justice Department. Justice is primarily an enforcement
agency. Because the function of the PTO under the Constitution is to promote
commerce by registering trademarks and to promote technological growth by
CTanting patents, it makes more sense for the PTO to report to the Commerce
Department, whose mission is to promote industry and trade. The PTO also

plays an important role in international negotiations on intellectual property
protection, such as in NAFTA and the Uruguay Round agreements and the re-

cent agreement signed with Japan. This too is a role that fits well with other
Commerce responsibilities. Moreover, there would be no savings in moving the
PTO to Justice since the PTO is already fully supported through fees.

6. TA/NIST: Abolishment of the Technology Administration and Termination of
Technology Programs (§206). The bill proposes to abolish the Technology Adminis-
tration, the only Federal agency whose primary concern is the competitiveness of

the Nation's technology base. The bill would terminate the Office of tne Under Sec-

retary for Technology and the Office of Technology Policy, eliminate vital programs
such as the Advanced Technology Program and Manufacturing Extension Partner-
ship (§§206 and 212), and attempt to sell off the NIST laboratories and the National
Technical Information Service (NTIS).
• Response: Technology is the engine of economic growth. In a world where techno-

logical leadership means the difference between prosperity and economic de-

cline, the Department of Commerce's Technology Administration (TA) plays a
unique and critical role in creating an environment in which U.S. industry can
flourish.

—The Technology Administration and Office of Technology Policy are effective

agents in promoting our nation's competitiveness and encouraging U.S. compa-
nies to pursue technology innovation.
—NIST serves a vital and necessary role in the Department of Commerce's

civilian technology and trade mission. NIST contributes technical expertise and
knowledge gained from extensive interaction with industry to DOC's mission. In
carrying out its mission, NIST also draws upon the expertise of other agencies
of DOC on trade and economic issues.

—NIST labs perform infrastructure research that is appropriately performed
by the government and which is inseparable from the important standards and
measurement functions the bill proposes to move to NSF.
—The Advanced Technology Program (ATP) is a highly competitive, merit-

based, cost-shared program which provides a mechanism for extending U.S. in-

dustry's technological reach in today's fiercely competitive global marketplace.
By abolishing the Manufacturing Extension Partnership, the bill would disman-
tle a nationwide network of community- and state-led technical programs that
is helping smaller manufacturers adopt new technologies.

—Selling off the NTIS data collection would threaten the existence of an im-
portant comprehensive collection of scientific and technical data, as well as the
access to the collection by the Federal government and the private sector. NTIS
already supports itself fully through fees.

7. ESA: Transfer of the Census Bureau and Bureau of Economic Analysis (§§207-
208). The bill transfers the Census Bureau to Treasury and the Bureau of Economic
Analysis to the Federal Reserve System.
• Response: These proposals represent a false economy since the bill maintains the

bulk of the Department's statistical programs and simply "re-houses" them in
different parts of the Government. By dispersing Commerce's statistical agen-
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cies across the government, the bill could jeopardize the quality and integrity

of the economic and demographic data that American businesses and policy-

makers relv on to make vital decisions about the future. Commerce is an ideal

home for the hub of the statistical system because it does not contain the tax

(Treasury), regulatory (Labor—OSHA), and monetary policymaking (Federal Re-

serve) authorities that exist in the agencies where Census and BEA are slated

to go under the bill. Such transfers would compromise the independence of the

statistical agencies and threaten the confidentiality of the information that indi-

viduals and businesses report. For example, moving BEA to the Fed would un-
dermine the vital independent credibility and function of each. It would open
them both to justifiable charges of conflict of interest to have the Fed oversee

and fund the producer of the very data it uses to form its view of the economy.
As a recent editorial in The Journal of Commerce put it, the transfers con-

templated in the bill try to stick "square pegs in round holes."

8. NTIA: Transfer of the National Telecommunications and Information Adminis-
tration and Termination of Grant Programs (§§209-210). The bill repeals the grant
programs of the National Telecommunications and Information Administration and
transfers its spectrum management and other functions under its organic statute to

the FCC.
• Response: Telecommunications and information have become the world's largest

economic sector, generating more than $590 billion in annual revenues and em-
ploying about 3.6 million workers in the United States. In an environment
where sound telecommunications policy is essential to the future competitive

health of the U.S. economy, NTIA, the principal Executive Branch voice on
these issues, plays a crucial leadership role in setting domestic and inter-

national telecommunications and information policy. It has, for example, been
instrumental in promoting the development oi and access to the national and
global information infrastructure. Terminating NTIA's policy functions could

undermine the future prosperity of the United States.

NTLA also manages the Federal government's use of spectrum for, among
other things, national defense, public safety, and natural resource management.
Relocating NTIA's spectrum management functions to the Federal Communica-
tions Commission (FCC), an independent regulatory agency, could well be a rec-

ipe for disaster. By assigning this function to an agency that generally operates

outside the established Executive Branch coordination process and disregarding
NTIA's spectrum management and policy expertise, the bill would threaten
Government missions, including national secunty and emergency preparedness.
Transferring management of the Federal spectrum to the FCC would also raise

concerns regarding interference with the President's constitutional authority,

particularly his authority with respect to the national defense and foreign af-

fairs.

9. NOAA: Transfer, Termination and Privatization of the Functions of the Na-
tional Oceanic and Atmospheric Administration (§211). The bill dissolves NOAA and
transfers, privatizes or eliminates its functions; and reduces funding for remaining
functions by at least 25%. The bill transfers fisheries science and the National
Weather Service to Interior; fisheries enforcement to Transportation; and mapping
to Defense. The bill seeks to privatize the National Environmental Satellite, Data
and Information Service (NESDIS) data centers and eliminates the Office of Oceanic
and Atmospheric Research and fisheries grants.
• Response: Massive restructuring would eliminate synergies in NOAA which pro-

mote the missions of describing and predicting changes in the Earth's environ-

ment and conserving and managing the Nation's coastal and marine resources

to ensure sustainable economic opportunities. The Chrysler proposal is short-

sighted because it fails to recognize the unique nature of NOAA services, which

Erovide cost-effective benefits to the entire Nation. NOAA's mission involves

asic responsibilities of the Federal government for ensuring general public

safety, national security and environmental well-being, and promoting economic
growth. NOAA's interdependent programs are particularly effective because
they are coordinated by a single agency.
—Moving science to Interior, without transferring management and other

functions, would harm the effectiveness of Federal efforts to manage fisheries.

The lack of integrated scientific, management and enforcement oversight would
endanger resources and industry viability.

—Commerce is the only Federal agency which integrates economics, environ-

ment, technology and information to make the whole greater than the sum of

its parts.

—Mixing of civilian and military charting functions will dilute both, with ci-

vilian and military charting responding to different taskings.
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—Privatizing the data centers will threaten current international agreements
for the free exchange of weather and environmental data. The continuous flow
of data among participating governments would not be guaranteed, and a de-

crease in the amount of data available to NOAA and the private and public sec-

tor would occur. There is no demonstrated market for the sale of the data pro-

duced by the Centers.
—NOAA's mission-driven research supports operational improvements, re-

source management needs and scientific assessments of environmental phe-
nomenon. Privatization of these capabilities would eliminate agency synergies
and would result in few Federal savings since data requirements remain the
same.
—Severe budget reductions would cripple NOAA's essential national services

that protect human lives and property, and contribute to a growing economy.
For example, the Weather Service would be forced to reduce the number of sta-

tions operated in the modernized system from 118 to about 80—NWS already
is downsizing from around 300 offices to 118.

10. MBDA, USTTA, EDA, NTIA. Miscellaneous Abolishments (§212). In addition
to providing for the termination of EDA (§201) and transferring NTIA to FCC
(§§209-210), the bill includes a provision that expressly abolishes four Commerce
agencies: EDA, NTIA, the Minority Business Development Agency (MBDA) and the
United States Travel and Tourism (USTTA).
• Response: These agencies perform functions vital to the Department's mission to

ensure and enhance economic opportunity. EDA provides critical assistance to

distressed regions of the country and NTIA oversees the increasingly important
telecommunications sector within the Executive Branch.
—MBDA provides management and technical assistance to help minority-

owned businesses overcome obstacles to their creation and expansion. This as-

sistance helps these businesses grow, thereby helping increase employment op-
portunities within their communities.
—USTTA has provided valuable information on the tourism industry. Critical

functions within USTTA need to be retained along with other essential trade
promotion functions at Commerce.

Mr. OXLEY. Thank you, Mr. Secretary.
And let me say, I think it is the first time you have testified be-

fore the authorizing committee.
Secretary Brown. Yes, it is.

Mr. OXLEY. We appreciate your cooperation.
Let me begin by asking you about the whole idea of reinventing

government, which as you know has been one of the hallmarks of

this administration. What role has Commerce played in that entire
reinventing government area and what plans do you have within
the reinventing government plan to restructure Commerce?

Secretary Brown. A very significant role, Mr. Chairman. We
have been very active in both phases of it. Our phase two proposals
have not yet gone completely through the process. We involved all

of the Commerce employees in this process, and it really brought
our Department together.

You know, our Department has been much maligned over the
years. My charge was to reinvigorate the Department, and that is

exactly what we have done. Part of the process has been through
reinvention. Let me give you some ideas of reinvention.
We are going to save $1 billion on the year 2000 Census by doing

it differently, by reinventing the way the census is taken. We are
moving to privatizations. I know in the bill before this committee
there is some talk about savings from a fee-funding of Patents and
Trademark. We are already fee-funding Patents and Trademarks.
We have already done that.

We are moving toward our privatization; looking for proposals of
privatization. We are looking at NTIS being privatized. We are
looking at various small portions of the Weather Service to see if
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privitization makes sense for them. So we are very anxious to

reinvent ourselves.

I hear a lot of talk about all of the companies of America have
right sized and downsized, why can't the Commerce Department do
it? That is a legitimate question. I would submit, though, that that
is an analogy which is inappropriate. The appropriate analogy is

between a company and the Federal Government. The Federal Gov-
ernment is downsizing.
When a company downsizes, they ask several questions. Number

one, are there functions that we have been performing that just

don't need to be performed anymore? If the answer is yes; they get

rid of them.
Second, they say, are there functions that are still being per-

formed that are still essential, but there is fat that should be cut?

Same thing ought to apply to them.
Third, they often say, are there functions that are key to our eco-

nomic future? Maybe we need to invest more in those functions.

And that is what has happened to this Department over the last

2V2 years. We have been one of the few departments to have more
resources. We didn't stumble into this. The President made a deci-

sion that the work we were doing was crucial to the economic fu-

ture of America, and that is why more resources have been made
available. I would submit that that is the same kind of judgment
that American business and industry makes every day as they
right size and downsize.
So we are very much in the reinvention business.

Mr. OXLEY. You have about, what, 36,000 employees?
Secretary Brown. That is correct, Mr. Chairman.
Mr. OxLEY. Looking down the road, based on your vision of

reinventing government, where would you like to be in 5 years in

terms of personnel?
Secretary BROWN. I don't know if I could give you an exact num-

ber on personnel. We would like to be a lot smaller. We would like

to be a lot tougher. We would like to be a lot leaner. That is one
of the things that we are working through with the second phase
of Vice President Gore's reinvention project. There is a number for

the Federal Government that we are a part of. I have indicated al-

ready we are looking at a 250,000 work force reduction for the Fed-
eral Government, but I can't give you an exact figure for the Com-
merce Department.
My staff has just given me some information which I will provide

you now. Since 1993, we have reduced staff by about 3,500. By
1999, staff will be further reduced by another 2,200. So that is the
short term. That doesn't go through the full 5-year cycle which
your question addressed.
Mr. OxLEY. Thank you.
The Export Enhancement Act of 1992 requires the Trade Pro-

motion Coordinating Committee, which you chair, to establish
trade program priorities and propose a unified budget for all Fed-
eral trade promotion. However, according to GAG, this requirement
has not yet been fulfilled. Why is there so much difficulty in coordi-

nating our national trade strategy?
Secretary Brown. Well, we have no difficulty in coordinating the

strategy, Mr. Chairman. Being a Member of Congress for some
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years, you know how jurisdictional lines can sometimes interfere in

the moving of funds. There is a big debate about how dollars ought
to be spent, where they ought to be spent, where they are most le-

veraged.
I think you will be pleased with the report that we filed with the

Congress this year that we are going to take on that issue. That
was a legitimate criticism by GAO. We couldn't get our arms
around the resource allocation piece of it. But as far as the strategy

is concerned, we are working as a team moving in the same direc-

tion. In the report we are going to submit to the Congress this

year, we will be dealing with the resource allocation issue.

Mr. OXLEY. The Chair's time is expired. I now recognize the

ranking member, the gentleman from Louisiana.

Mr. Tauzin. I thank the Chair.

Mr. Secretary, before you got here we had a panel of members
and we had, as you know, a long discussion with them as to the

various proposals in regards to reorganization of many of these

functions. It was pointed out that half of the Commerce Depart-
ment's budget and function is NOAA.

Secretary Brown. Correct.

Mr. Tauzin. You make the point that a fisherman will throw you
overboard if you suggested that wasn't commerce, but isn't energy
a commerce function in the United States? Isn't it somewhere else?

Why does NOAA have to be under the Commerce Department?
Secretary Brown. It doesn't have to be, Mr. Tauzin. I would

never make that argument. You could probably make arguments as

you look through every department of the Federal Government that

maybe it would fit someplace else. The question is, where is that
someplace else and is that someplace else better than Commerce.
Mr. Tauzin. Let's talk about it for a second. NOAA's mission in-

volves describing, predicting changes in the earth's environment,
servicing and managing coastal resources, public safety, national

security, environmental well-being. It basically turns out that when
you examine NOAA at its core, it has an incidental function of pro-

moting fisheries industries. In fact, before you got in, I made an ar-

gument that as far as I am concerned in Louisiana, it has done
more to harm the fishing industry than to help it. We are down
half our fishing fleets thanks to NMFS and other enforcement
agencies down there.

The bottom line is when you look at its function, at its core, it

does not appear to be an agency designed to encourage and pro-

mote an industry, but one more centrally focused on environmental
issues and weather issues and public safety issues that are quite

regulatory in nature rather than industry-promoting in nature.

Would you like to challenge me in that belief?

Secretary Brown. I think there are some regulatory functions. I

certainly wouldn't challenge that. I think there are regulatory func-

tions in all of the major departments of the Federal Government.
I would challenge it as far as the balance of how you see it.

I see a good deal of what NOAA does as directly related to eco-

nomic development and economic growth. I think some of the
things that have happened with the New England fisheries, as a
matter of fact, to try to bring them back so that fishermen will be
able to fish again because you know the kind of depletion that has
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taken place. Some has taken place in the Gulf, some in the Pacific

Northwest as well.

Mr. Tauzin. Let me ask you to consider how do I explain that

to folks on the Gulf Coast, that your department leveraged Com-
merce funds to buy out existing fishing vessels as the fishing fleets

are depleted on the East Coast because of overfishing in some
cases? In our case, it is the regulation of environmental concerns,

Endangered Species Act, which has displaced 20,000 fishing fami-

lies in my State.

I have said it on the Floor; I will say it again. We have suicides

of people hanging themselves on their boats out of desperation. No
one has come along from the Commerce Department and said, we
really need a promoted industry. We will buy your boats, we are

going to retrain you, do anything for you. All we have seen is the

regulatory hand of the Commerce Department in this area, and
whether it is the right or wrong hand, whether the endangered spe-

cies is correctly applied or not is a separate issue, but the point I

am making is that when people look at the NOAA function in my
part of the world, they don't see anybody coming out there to pro-

mote an industry. All they see is the regulatory function, and all

they see is a function that, when I look at it in raw terms, it maybe
best ought to go to an agency that is good at regulating. Maybe it

ought to go to Interior.

Secretary Brown. Well, as I said earlier, Mr. Tauzin, we are try-

ing to be the department of the future, and there is something
called "sustainable development." How are these resources going to

be available for not only ourselves but for future generations? How
do we make sure that we still have industries in the 21st century
that support many of the communities that you represent so well

and demonstrate concern for? I am not sure that these things are

totally incompatible.

Mr. Tauzin. Finally, before my time expires, nations all over the

globe are turning to market force economies. I have made a couple

stops right behind you and saw some of these remarkable changes.
I guess this is a softball question but it is one I want you to re-

spond to.

How important is it for us in this world of change as nations do
move to market forced based economies for the United States to

maintain a higher level of presence as a national government inter-

est in the development of those economies?
Secretary Brown. Mr. Tauzin, it is absolutely crucial and it is in-

dispensable. You never ask softball questions.

Now, if you have followed me in some of the places I have been,

you know the successes we have had, from being proactive and
being aggressive and working in partnership with American busi-

ness and industry. We cannot compete in this global economy with-
out the U.S. Government standing shoulder-to-shoulder with Amer-
ica business and industry. That is what the Commerce Department
does. That is what we think we ought to continue to do. We think
it is absolutely essential to our competitiveness in the 21st century.

Mr. Tauzin. Thank you, Mr. Chairman.
Mr. OXLEY. The gentleman from Idaho, Mr. Crapo.
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Mr. Crapo. Thank you, Mr. Chairman, and, Mr. Secretary, I ap-

preciate your patience for our delay on the earlier panel but this

is a very critical issue and I just wanted to make a comment first.

At the beginning of your testimony, you referred to a question
which some of the other members of this panel have raised, and
that is whether there are those here who are simply trophy hunt-

ing or whether there is a serious reason to evaluate this issue.

And I just want to state to you that I think that those who say
that the proponents of this measure are simply trophy hunting are

taking a rather not-so-subtle slap at their motives, which I don't

think is justified. I think there is a real question being raised here
about what are the proper roles of the Federal Government in

trade and in commerce and what are the proper roles of the Com-
merce Department, if any, and what functions does our Commerce
Department undertake which need to be reevaluated. And I think
you have given some pretty good testimony today about some of the

issues we have got to give a careful look at.

I agree with you that transfers from one category to another
don't necessarily save any money, and I think one of the things we
have got to look at very carefully is whether we are simply shifting

titles and moving things around but not really reducing govern-
ment and getting to where the American people want to see us get.

In that regard, I was pretty interested in your testimony, your
written testimony where you talked about the fact that today we
have a problem in the R&D trends in terms of what American com-
panies are investing in R&D, particularly in comparison with for-

eign competitors, and I would like to ask you, I think the trends
you have noted are remarkable and they coincide with what I

would have guessed.
Why is it that American companies are not able to keep up with

their counterparts overseas in the amount of their resources they
can contribute to R&D?

Secretary Brown. I think it is global competitiveness itself that
has caused a reduction in allocations to research and development.
Margins are very small, particularly in many of the fast growth
and highly competitive industries. Business leaders make their

own decisions for their own reasons about the futures of their com-
panies, how they keep their directors and their stockholders happy.
But whatever the reason, I must say that that is the trend, and
when my comment about there not being much patient capital

around, I think is well-substantiated.
Mr. Crapo. I tend to agree with you that we have that trend,

and I tend to believe that there is a proper role for the Federal
Government in our global trade relations. We must recognize that
we are in a global competition. The fact is, however, as you indi-

cated earlier, the Department of Commerce is a job creator, and
that raises a question in my mind because there are those who be-

lieve that the Federal Government is the one who can create jobs
in our economy and there are those who believe that the Federal
Government may be more of an impediment, and I am wondering
if one of the reasons we see such slim margins with American com-
panies and one of the reasons we see such a reduced ability to get
into R&D is because we have had such a burdensome regulatory
climate and because we have had such an aggressive tax policy in
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this country that we don't give these companies the opportunity to

be on a level playing field.

Could you comment on that?
Secretary BROWN. Surely. One of the things that I have said

often, I didn't say it in this testimony, is there are two things we
can do to be good partners. One is at the proper times, to stand
shoulder-to-shoulder with American business and industry. The
other is to get out of the way when in fact we are an impediment
to growth. The question is how we go about finding the balance.
That is certainly a question worthy of discussion and debate.
The points that you make, certainly does add to the cost of doing

business. It certainly is among the reasons for a cutback in R&D
expenditures.
Mr. Crapo. I have one more question but I wanted to make a

comment though. Whatever the role of the Department of Com-
merce in the future, I would certainly encourage the Department
to have a much more aggressive posture in terms of trying to ad-
dress the other aspects of our Federal Government and backing
them off to let us get out of the way, as you suggest.

Secretary Brown. May I respond?
Mr. Crapo. Yes, you may.
Secretary Brown. I think that is a good and worthy suggestion

and it is the kind of role that I have attempted to play in this ad-
ministration.
As I indicated before, I see myself as the advocate for American

business and industry at the Cabinet table. As you well know,
there are a lot of discussions that go on within the administration
on a whole variety of issues. One of the things that the President
relies on me to do is to express the views of my constituents, that
is, the constituents of my department, which is the business com-
munity. I try to do that as effectively as I can. I don't always win
those debates.
Mr. Crapo. I appreciate that and I do agree with your point that

we can have a win-win posture with jobs and the environment as
we approach these issues.

Mr. OxLEY. The gentleman's time is expired. The gentleman from
Massachusetts, Mr. Markey.
Mr. Markey. Thank you, Mr. Chairman, very much.
First, let me begin by noting to the gentleman from Georgia, Mr.

Norwood, that this letter is our country, sir, and I really don't ap-
preciate the implication of your challenge to its authenticity. In
fact, I think that the letter itself is self-authenticating that there
are 27 companies that wrote to us, and if you would like to know,
I have already asked a couple of companies who are out here if

they have signed it, and they have corroborated that they did in

fact sign it, including ABB Incorporated, a corporation that the
gentleman was fighting for to get a $50 million Federal grant out
on the Floor that I opposed and you supported just 3 weeks ago.
So it is not as though your own companies in your own district

aren't in fact interested in these issues.

And I might add, Mr. Chairman, that the Electronics Industry of
America also opposed, the Telecommunications Industry Associa-
tion, the American Textiles Manufacturers Institute, the Steel
Manufacturers, the American Iron and Steel Institute. We have let-
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ters from all of these as well, and by unanimous consent I would
like these letters to also be included in the record.

Mr. OXLEY. Without objection.

Mr. Markey. I thank the gentleman.
[The information follows:]

July 24, 1995.

Hon. Edward J. Markey
House of Representatives, 2133 Rayburn House Office Building
Washington, DC
Dear Congressman Markey: As the Commerce Committee considers the future

of the Department of Commerce and its many functions, we would again like to un-
derscore the critical role the department plays in advancing the interests of Amer-
ican business. There is certainly room for improvement and streamlining, but we
are convinced that certain essential functions and responsibilities must be retained.
We believe the Executive Branch must retain a department-level advocate for

trade. There is no doubt that expanding trade is key to our nation's economic
growth. Just as Congress has long recognized the critical importance of your com-
mittee to its deliberations, so too must the Executive branch have a source of exper-
tise on the issues facing our nation's industrial exporters. Virtually every other sec-

tor of our economy—agriculture, transportation, banking, and mining, to name a
few—has representation in the President's cabinet. It would be a grave mistake not
to give the same priority to our nation's industrial sector.

Similarly, a department representative is essential if we are to have an effective

advocate with foreign governments. Much of our trade activity involves convincing
foreign officials to have their governments favor the buying of American products
over those of our competitors. Abolishing such representation would leave us with-
out the senior-level advocacy that we know is so critical. We cannot expect foreign
governments to take U.S. exports seriously if our own government is saying that the
promotion of American exports and direct investments are not a priority.

Having won the cold war, the United States must now lose its position as the
world's dominant economic and political power. We cannot do that, however, if we
blind ourselves to the needs of the industrial sector of our economy. For the United
States to take such an action would only confirm what Will Rogers said, "America
has never lost a war or won a peace."
We urge you to keep these points in mind as Congress reforms the functions of

government. We would be pleased to share with you more details of our experiences
and would be glad to offer whatever assistance we can to your deliberations.

Sincerely,

ABB, Inc.; Allied Signal Inc.; Armstrong World Industries; Coming; Florida Fu-
tures of America; Hewlett Packard; Litton; McDermott; Occidental Petroleum;
Raytheon; Stone & Webster; Texaco; TRW, Inc.; Westinghouse; Aetna; ARCO; Beth-
lehem Steel; Dresser Industries; General Electric; Hughes; Loral; McDonnel Doug-
las; Procter & Gamble; Rockwell; Tenneco, Inc.; Textron; United Technologies.

Mr. Markey. And to the gentleman from Georgia, questioning, I

think, the integrity of the gentleman from Massachusetts as to the
authenticity of the letter, we could, in fact, question whether or not
the witnesses here today from the National Association of Manufac-
turers, or the American Automobile Association, or the Computer
and Communications Industry Association all represent every
member of their associations as well. We could have staff investiga-
tions of every letter and every witness before us, but I don't think
it would be very helpful to have the challenge made to us.

I can promise you that Raytheon and ABB and Arco and Beth-
lehem Steel and Occidental and Stone and Webster all do not want
to see this proposal go through as it has been propounded, and I

just wanted to put that on the record, Mr. Chairman.
Mr. Norwood. Would the gentleman yield?
Mr. Markey. Yes.
Mr. Norwood. The only question I had was why it was on blank

paper. I was just curious from where it came. That was the only
question, and the chairman answered it.
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Mr. Markey. Well, it is a common practice. If you go through
your mail on an ongoing basis every day, you will find that many
letters do not have letterheads on them, although they do purport
to represent the views of the people that are writing to you. I don't

think a letterhead in and of itself should cause the gentleman to

have suspicions about the authenticity of a letter in the absence of

any other indication that are being presented in the letter.

Mr. OXLEY. Will the gentleman yield?

Mr. Markey. I would be glad to.

Mr. OXLEY. I think the gentleman from Georgia is trying to clar-

ify it. Since he is a freshman, he wasn't aware of the procedures
and the Chair tried to indicate that that was the procedure.

Mr. Markey. And I thank the gentleman very much.
Mr. Secretary, you have working for you Larry Irving, who was

the chief counsel of the Telecommunications Subcommittee for 6

years here. I think all of those who have worked with him know
what a knowledgeable and effective person that they have met
working in government.
Could you detail for us a little bit about the vision for tele-

communications working through your Agency and Larry Irving for

the future?
Secretary Brown. Yes, I can, Mr. Markey.
First of all, let me agree with you wholeheartedly in your assess-

ment of the prowess of Mr. Irving. I was very pleased to be able

to recruit him and have him leave the staff of the Congress, specifi-

cally your staff, Mr. Markey, and to come to work for the Com-
merce Department.
We have very specific goals, and as you know, I am chairman of

the administration's Task Force on the Information Infrastructure.

First and foremost, we want to promote competition in the market-
place. We want to promote investment. We know that it is the pri-

vate sector that is going to build our national information infra-

structure. We want to promote interoperability so that we can build

a system of networks and they can interconnect. We want to pro-

mote universal access so, as I said in my earlier testimony, we do
not create a society of information "haves" and information "have-
nots". We want to use telecommunication technology to close some
of the gaps in our society. Whether there are gaps as far as the de-

livery of educational services or gaps in the delivery of health care

services or other such gaps, we think we have a tremendous oppor-

tunity to really make a difference in the lives of people, but also

to create a profitable enterprise that can employ people as well.

Mr. Oxley. The gentleman's time i§ expired.

The Chair would announce there is a vote, a series of votes on
the House Floor and the second bells rang. The Chair plans to rec-

ognize the gentlelady from Oregon for 5 minutes of questions, and
with the hopes that the Secretary would be able to stay when we
return.

Secretary Brown. At your convenience, Mr. Chairman.
Mr. Oxley. Thank you, Mr. Secretary. The gentlelady from Or-

egon.
Ms. FURSE. Thank you.
Mr. Secretary, thank you for your wonderful testimony. I wanted

to quote to you from a letter by Mr. Frank Shrontz. He said, "elimi-
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nation or transfer of these critical trade functions would signal this

government's retreat from the global marketplace and undermine
the competitive position of U.S. companies," and I am going to ask
the chairman if I may submit this for the record. This gentleman
is the Chairman and CEO of the Boeing Corporation, which is obvi-

ously very important in the Northwest.
Mr. OXLEY. Without objection.

[The letter referred to follows:]

The Boeing Company,
Seattle, WA, June 28. 1995.

Hon. Elizabeth Furse
House of Representatives
Washington, DC
Dear Representatfve Furse: I am writing to express the views of The Boeing

Company on proposals to eliminate the Department of Commerce.
The Department's International Trade Administration and its Bureau of Export

Administration provide services and programs designed to promote and facilitate the

free flow of America's goods and services into the global economy. With relatively

limited resources, as compared with our strongest competitors in Europe and Asia,

they have provided extraordinary support to the American business community.
Elimination or transfer of these critical trade functions to diverse agencies, at a

time when other countries are actively supporting their exporters, would signal this

Government's retreat from the global marketplace and undermine the competitive

position of U.S. companies. Retaining these essential functions in a single Cabinet-
level department would insure that American business continues to have a strong
voice at the highest level of our Government.
Rest assured we support the efforts to reduce the size of the Federal Government

and streamline its operation. We do feel, however, that it is vitally important that

efforts to achieve this goal be evaluated in terms of maintaining the efficiency of

government programs that have worked to the competitive advantage of American
companies and their workers.

Sincerely,
Frank Shrontz.

Ms. FuRSE. Mr. Secretary, as you know, there has been a tre-

mendous increase of exports from Oregon in the past 2 years. Ex-
ports are up 40 percent, and in 1994, Oregon increased our exports

by 18 percent. How would you be able to characterize the Depart-
ment of Commerce's role in these increases and what programs
support exports in Oregon and how much of this phenomenal
growth we have would you attribute to the Commerce Depart-
ment's programs?
And I am also going to ask you another question, Mr. Secretary,

so I get in my 5 minutes.
I authored a bill last Congress called the Environmental Export

Promotion Act. We have 400 businesses in Oregon who are in envi-

ronmental protection. What has the Department of Commerce done
to promote the growth of environmental technology exports?

Secretary Brown. Thank you very much, Congresswoman Furse.

Let me begin by answering your first question.

I would like to think that we have had a good deal to do with
your State's success. We have certainly worked closely with you
and other members of the delegation, both Republicans and Demo-
crats, to assure that that is the case.

I believe our export promotion efforts through our United States
Foreign Commercial Service have been at the very cornerstone of

achieving those successes. They are particularly helpful to small
business people, to entrepreneurs who a year or so ago weren't
even thinking about the export marketplace, were focusing on the
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domestic market, and that is why we are so anxious to expand
those activities, both here in the United States and overseas so

that we can be a home away from home so to speak for American
entrepreneurs as they travel the world looking for new opportuni-
ties.

I believe there is much more work to be done in that regard. We
want to make sure that we are using the latest technology so that
business can be done without taking long trips. We think we have
made major strides towards putting in our export assistance cen-
ters, that kind of technology.

I just announced this morning that our BEMS, our Big Emerging
Markets Strategy, is now on Internet. It is a home page. That kind
of activity we believe is very helpful and will continue to be helpful.

In the technology area, we think we have made a good deal of

progress, too. Our Advanced Technology Program I believe is one
of our most important programs, leverages Federal dollars. A num-
ber of Oregon companies have participated in that program. Over
half of the companies that have participated are small companies
and we think that ought to be the focus.

As to your second question, let me just say it is one of the areas
that I am most proud of. And it shows the synergy that exists with-
in the Department. This is why having a Technology Administra-
tion and an International Trade Administration and NOAA in the
same department is important. It allows us to coordinate in a way
that wouldn't ordinarily be the case.

We have brought to the International Trade Administration a
specialist in environmental technology promotion. We recruited her
from Mexico. She was working for the Environmental Protection
Agency in Mexico. We brought her to the International Trade Ad-
ministration and she now is coordinating all of our efforts to pro-

mote export of our environmental technologies. Believe it or not, al-

though we are number one in environmental technology, we are not
the number one exporter. Germany is. I want to see that change.
I want us to be the number one exporter.

You might remember, there was a time not too long ago where
there was a raging debate in America between those concerned
about economic growth on the one hand and those concerned about
environmental stewardship on the other, as if never the twain
should meet.
What we have discovered is that we have now developed a whole

new sector of our economy. It is called environmental technology,
employs tens and thousands of Americans, hundreds of thousands
of Americans. I believe that environmental technology could one
day be the biggest export of this country. So we are giving it a lot

of focus and a lot of attention.

Mr. OxLEY. The gentlelady's time is expired.
The Chair would announce that we have 3, maybe 4 votes, a 15-

minute vote followed by 5-minute votes, Mr. Secretary, and so the
subcommittees will stand in recess for 15 minutes.

[Brief recess.]

Mr. OxLEY. The subcommittees will reconvene and the Chair will

recognize the gentleman from Georgia for 5 minutes.
Mr. Norwood. Thank you, Mr. Chairman, and, Mr. Secretary,

welcome. Thank you for your earlier comments. I want to tell you

21-934 - 96 - 5
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that we only have just a few minutes and please indulge me with
short answers so we can try to do as much as we can.

Secretary BROWN. I will do my best.

Mr. Norwood. I am a little disappointed that my friend from
New York is not here, Congressman Frisa. I wanted him to hear
this but he was earlier waving around the telephone directory from
the Department of Commerce and asking out loud what really did
we think 36,000 employees did over there and how in the world
they spent $4.2 billion, and really he didn't know, didn't think they
knew either, and I thought maybe we could talk about just maybe
one of the Agencies inside of Commerce, and I want to focus on one
of the Agencies, the Economic Development Agency, the EDA.
The EDA has been criticized, Mr. Secretary, as nothing more

than a half a billion dollar political pork barrel for special interests

and, in fact, your own Department's Inspector General noticed seri-

ous problems in the EDA's financial management.
Now, I would like to just show you some pictures and two of the

projects that the taxpayers have financed through the EDA. The
first one is up on the podium now. This is a photograph, Mr. Chair-
man, of the replica of the Great Wall of China. It is located in Bed-
ford, Indiana. The second photograph is of a chain link fence which
surrounds this boondoggle. Apparently, EDA had to build a chain
link fence there to protect the Great Wall, Mr. Chairman.

I wonder if, Mr. Secretary, you might know how much this little

project cost taxpayers, or let me just say it this way. Would you
disagree with me if I were to tell you that our investigations im-
plied that the price tag of this project was $630,000 of taxpayer
dollars?

There is another Department of Commerce EDA project near
Bedford, for those of you who can't see. It is another chain link
fence protecting tourists from a replica of the Great Pyramid in

Egypt.
Our country has great natural wonders like Niagara Falls and

redwood forests, man-made wonders like Mount Rushmore and
Manhattan skyline.

I am glad you are back. Congressman Frisa. I am trying to tell

you about what one of the agencies does that you questioned—why
a replica of the great pyramids, why a replica, Mr. Chairman, of
the Great Wall of China, and even why, in Bedford, Indiana, of all

places?
Mr. Secretary, is it your position that we need a Cabinet level

department for this sort of idiocy?

Secretary Brown. I would say. Congressman, I think it is rather
disingenuous to show photographs of a program that was canceled
in 1986.
Mr. Norwood. Yes, it was.
Secretary BROWN. That money was spent in 1982. Of course I

don't approve of that kind of expenditure. Of course it is a terrible

thing and a waste of taxpayer dollars. We have responded very well
to the IG's report. The corrections have been made in reference to

the suggestions that the Inspector General made. We think we
have EDA in good shape today and we hope it will be evaluated
on what kind of shape it is in today, not what kind of shape it was
in in 1982.
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Mr. Norwood. I know that you are not happy any more than
any other American about the $630,000. Now, on the same token,
you need to understand some of us who believe that Commerce is

too large an Agency that spends too much money, is too difficult

to manage, also believe there are some things within Commerce
that are important, and I think that because some of us imply that
we don't want this to be a Cabinet level Agency, should also, as you
have stated, not mean that we are against everjrthing in there. We
are just simply saying that it is too big, it is too hard to manage
and we may not be getting our dollar's worth, such as this pyramid
that we built.

I want to ask two quick questions and I am through. Are there
any businesses in America that you know of that are doing busi-
ness overseas around the world without the help of the Commerce
Department?

Secretary Brown. I am certain there are some, yes.

Mr. Norwood. You earlier in your testimony were talking about
downsizing, how American companies had gone through the process
of how to get smaller, and in saying so you indicated that they
would look at things that are wasteful and they eliminated those
things they don't need, and then you indicated there are some
things they need to continue doing, and the next step is to reduce
the fat and, last, they must look at things that are good for our fu-

ture and perhaps even spend more or put their future of their com-
pany, when a company faces those decisions and they downsize and
they trim back and they cut the fat all that they can and they still

realize that they have a cash flow problem and they still realize

that they have more expenses than they have income, even after
having done the best things that they can do, then what choices do
they have at that point?
And I ask you that because perhaps that is the same situation

we are in with our government, that when we cut everjrthing and
we trim everywhere, we still have a cash flow problem. Don't then
we have to start taking good ideas and cutting them out because
we can't afford them?

Secretary Brown. What you do, then, Congressman, is what we
are doing, and that is have a plan for balancing the budget. The
House budget resolution moved in that direction. The President of
the United States has moved in that direction. We acknowledge
that we need to have a balanced budget. The question is how we
get there, what our priorities are, how we establish those priorities.

Mr. OXLEY. The gentleman's time is expired.
Mr. Norwood. Mr. Secretary, thank you. Thank you, Mr. Chair-

man.
Mr. OxLEY. The gentleman from Illinois, Mr. Rush.
Mr. Rush. Thank you, Mr. Chairman.
Mr. Secretary, I certainly want to welcome you to this hearing

and I want you to know and I want for the record to state that I

am absolutely one of your biggest fans and biggest supporters. I

think that as the head of the Department of Commerce, that you
have finally turned the corner to make this Department a Depart-
ment that most Americans feel is relevant to them and that most
Americans feel will certainly enhance the quality of life for all of
us, and I note that over the years you made a strong, strong com-



126

mitment to bringing this Department out of the doldrums and real-

ly making it to a point where it is the vanguard in terms of all the
departments in the Federal Government. I think that the Depart-
ment of Commerce is without a shadow of a doubt the best run,
the most effective Department in the Federal Government. I cer-

tainly want to applaud you for all your efforts.

Earlier today it was mentioned, was stated that the question of
trophy hunting came up, and I must tell you that not only do I feel

as though this is trophy hunting on the part of the other side here,

I also believe that it is also a theory bill form of political head
hunting that exists here also, and I am concerned about it and will

resist all those efforts as much as I possibly can.

I do have a couple of questions that I want to ask you, and one
kind of goes directly to the heart of where the business community
really stands on this issue of dismantling the Department of Com-
merce. Does the National Association of Manufacturers support the
dismantling of the Department of Commerce?

Secretary Brown. The answer to that, Congressman Rush, is

clearly no, although representations have been made to the con-
trary.

During the break, when members were voting, I, since I had
heard that those comments had been made, which I considered to

be misrepresentations, took the testimony of the National Associa-
tion of Manufacturers and read it. And that is not what it says at
all. It strongly supports the trade function, strongly supports the
technology functions. It talks about how important it is for those
functions to fit together and that is much of what we do in the De-
partment. I consider it to be supportive testimony.

I think anyone who testifies, including myself, would say we al-

ways look for ways to improve what we do, to be more user friend-

ly, to be more productive, to do more with less, but I consider the
NAM testimony to be supportive of the Department of Commerce.
Mr. Rush. Mr. Secretary, earlier also Mr. Chrysler testified and

he indicated that in relation to the National Weather Service, that
there are private companies that duplicate the efforts and activities

of the National Weather Service, and he particularly mentioned
one company, the doppler service, and said that they, in fact, can
do what the National Weather Service does.

My question is, whether or not that is true, does the private sec-

tor have the capacity to duplicate the National Weather Service
and, second, would you just explain what is the relationship be-

tween the doppler service and the National Weather Service.

Secretary Brown. Well, that is a very good question. Congress-
man Rush, and I am sorry that Congressman Chrysler is not here.

He was misinformed. From hearing the way the question was
asked, it sounded like the word "doppler" was the name of a com-
pany. Doppler is radar. It is new technology. It is the National
Weather Service that runs its operation by the use of doppler
radar, in our satellites and elsewhere.

All the data that the private sector uses comes from the National
Weather Service. There is no private sector duplication of the work
of the National Weather Service. It would be impossible to provide
the information that is provided through private channels without
the work of the National Weather Service.



127

I think, Congressman Rush, that if there was ever a function

that is clearly a governmental function, it is providing the weather
service. It saves our lives and it saves property and it saves money
for communities all over America, and I would suggest that we ask
our Nation's farmers, ask transportation interests, ask our com-
mercial fishermen and women and they would, I think, make the
same point.

Mr. OxLEY. The gentleman's time has expired.

The gentleman from New York, Mr. Frisa.

Mr. Frisa. Thank you, Mr. Chairman.
I appreciate your coming today. Obviously we are here to talk

about a bill that would eliminate your Department. Obviously, also,

I got your press release, you and the administration are opposed
on the one hand, but the President in fact requested an increase

in funding for the coming fiscal year. Is that correct?

Secretary Brown. That is correct.

Mr. Frisa. Why is it you are not able to afford some economies
in your department if we were all asking various areas of govern-
ment throughout from top to bottom to tighten the belt in an at-

tempt to save dollars?

Secretary Brown. We will ultimately have to be one of them.
Earlier today, though, I indicated that part of our responsibility

as leaders to establish priorities, and when you look at the Federal
Government as a whole, there is no question that the administra-
tion is downsizing the Federal Government. I made some analogies
between the private sector and the public sector.

There are some things that we do in government which are in-

vestments in our future which might in fact require greater re-

sources. The Commerce Department has the smallest budget of any
cabinet level department. We think we get more bang for the buck
than any cabinet level department.

Mr. Frisa. Most cabinets, with due respect, I am sure believe the
same thing. I can't see how we can justify, though, an increase at

a time when we are asking people to be flat or to take a cut, a rea-

sonable cut.

Secretary Brown. I respond, Congressman, by saying the Presi-

dent has put a new budget on the table. It is a balanced budget
approach which gets us to the same place that the congressional

budget resolution gets us to, that is, a balanced budget within 10
years. Within the context of that approach, he has looked at all of

the operations of the Federal Government to see which ones ought
to be downsized and which ones we might want to put more re-

sources into. Those are the kinds of decisions we make.
Mr. Frisa. It is a fair disagreement. Some of us think we can do

it sooner, and that is fine. I would like to ask if you are aware of

what the NTIA advocated to the FCC regarding elimination of

PTAR. Are you familiar with that issue at all, the prime time ac-

cess situation?

Secretary Brown. I am certainly familiar with the work of NTIA.
I am not sure I am familiar with all the details of the particular
recommendation to which you make reference.

Mr. Frisa. This comes from the director of the office regarding
repeal of the prime time access provisions. I think this is sympto-
matic of what we are all trying to work to avoid.
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It recommends in sort of carefully crafted language that it is

probably time to eliminate that provision, while at the same time
saying we should take 5 years to do it. That just seems to me, as

a new person in town, as a new Member of Congress, to be the

kind of thing that one would think the Commerce Department,
which deals with business, which deals with those who are prob-

ably most efficient in the conduct of their duties and the achieve-

ment of the long term objectives, why we would make that kind of

a recommendation. It just seems to me to be, you know, that kind
of bureaucratic foot-dragging that all of us are trying to avoid.

Secretary Brown. I think it has nothing do with foot dragging.

It has to do with how you go through things in an analytical way,
in a way that makes sense, in a way that is not disruptive but gets

you to the objective in the soonest time you think you can get to

that objective.

Mr. OxLEY. Will the gentleman yield?

Mr. Irving will be testifying next and may be more appropriate

to respond.
Mr. Frisa. I thank the chairman for that, and we will look for-

ward to that.

Thank you, Mr. Secretary. In closing, I guess I would just put
into the record that I think what we have here is certainly not a
partisan disagreement but just a difference in how efficiently and
quickly we think we can get to what we all agree is an important
result which is to balance our budget in as timely a manner as pos-

sible.

Thank you.
Mr. OxLEY. Thank you. The gentleman yields back.

The gentleman from Michigan, the ranking member of the full

committee.
Mr. DiNGELL. Mr. Chairman, thank you. Mr. Chairman, you have

been very courteous to me and I very much appreciate it.

Mr. Brown, we have fairly limited time, so I am going to have
to ask for some to be submitted to the record, others to be a simple
yes or no answer with additional response at a later time.

Mr. Chrysler claims his bill would save $7.7 billion over 5 years.

Would you comment on this, please?
Secretary Brown. It won't.

Mr. DiNGELL. How much will it save?
Secretary Brown. Well, let me tell you some of the problems

with that data.

One, I pointed out in my earlier testimony, it takes credit for

some things that have already been done, like fee funding the Pat-

ent and Trademark Office, no taxpayer money is spent for that of-

fice now, it is all fee funded. As a matter of fact, it operates at a
profit now.
Mr. DiNGELL. Now you get 25 percent coming to the Department,

do you not?
Secretary Brown. No, that is not true.

Mr. DiNGELL. That is not true?
Secretary Brown. That was a representation made. That is not

true.

Mr. DiNGELL. Mr. Brown, you don't believe that our colleague
would misinform the committee, do you?
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Secretary Brown. No, I believe your colleague was misinformed
when he made that statement. It is about 1 percent actually.

Mr. DiNGELL. One percent?

Secretary Brown. Yes.

Mr. DiNGELL. What is the override that you get in the Secretary's

Office or in the Department from the different agencies that are

under the jurisdiction of the committee?
Secretary BROWN. There are no overrides, Mr. Dingell.

Mr. DiNGELL. None?
Secretary Brown. No, but, as you know, there are some adminis-

trative expenses. We have calculated the PTO expense at about 1

percent.

Mr. DiNGELL. Those items are all identified in your appropria-

tions bill in the budget, are they not?

Secretary Brown. Yes, they are.

Mr. DiNGELL. So that again is not true.

Now, Mr. Chrysler's bill cuts all department agencies that are

not eliminated by a total of 20 percent from 1994 levels. What is

the effect of this across the board cut on each of the agencies which
would remain?

Secretary Brown. It would be devastating.

Mr. DiNGELL. Let's take your foreign trade promotion exercises

and efforts. What would happen to them? Obviously it would be a

25 percent cut in personnel, a 25 percent cut in effort, a 25 percent

cut in travel, and more than a 25 percent cut in effectiveness,

would it not?
Secretary Brown. Definitely more, and that is because, Mr. Din-

gell, we are not a big grant-making Agency, and therefore when
you take cuts like that, they go right to muscle, immediately.

Mr. DiNGELL. How much overhead costs would be saved under
that kind of arrangement? What would be the impact on our trade

deficit, for example, amongst other things?

Secretary Brown. I think the trade deficit would clearly go up.

I think no one questions the effectiveness of our export promotion

programs and the kind of impact they have had on creating jobs

and economic growth here at home.
Mr. DiNGELL. I am going to ask you to submit for the record a

full statement of how those matters would impact both the agencies

which would remain and how it would impact upon their effective-

ness in carrying out their missions.

Would you do that for us?
Secretary Brown. I would be glad to do that, Mr. Dingell.

Mr. DiNGELL. Now, the Chrysler bill eliminates domestic com-
mercial services offices, cuts all surviving functions of the Inter-

national Trade Administration by at least 25 percent from 1994
levels, as we have agreed. In Michigan this means Detroit ITA of-

fice, scheduled to become a U.S. export assistance center, will close

and that offices in Grand Rapids, Pontiac, and Ann Arbor will

never materialize. Last year the Detroit office counseled over 1,000

small and medium-sized firms and helped 127 companies export.

Can you identify similar reductions that would occur nationwide
if the bill is enacted?

Secretary Brown. There would be similar reductions in all of the

States, Mr. Dingell.
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Mr. DiNGELL. Could you give us a more comprehensive written

answer on that, if you please?

Secretary Brown. I would be glad to.

Mr. DiNGELL. The Chrysler bill also proposes to kill the Ad-

vanced Technology and Manufacturing Extension Programs. In my
State, ATP has funded 13 projects with Michigan companies total-

ing $66 million. These projects have had the effect of generating

$132 million of projects that have and will continue to produce high

tech, high wage jobs.

The Manufacturing Technology Center at Ann Arbor would be

closed along with the manufacturing extension program it admin-
isters. Will other similar effects occur in other States if the bill is

enacted?
Secretary Brown. It would be a disaster not only in Michigan

but all over the country.

Mr. DiNGELL. Could you please enumerate what those would be

for the record?
The Chrysler bill abolishes the Economic Development Adminis-

tration. In Michigan EDA has created and saved over 4,400 jobs be-

tween 1993 and 1994. There are over 11 economic development dis-

tricts in the State, 2 university centers and 1 trade adjustment as-

sistance center which also serves Ohio and Indiana, which is rep-

resented so ably by our friend the chairman of this subcommittee.

The defense conversion grants administered by EDA would also be

abolished.

When Wurtsmith Air Force Base was closed, along with the loss

of 2,900 jobs, EDA provided a defense conversion grant to construct

a pipeline to a new water source to provide technical assistance,

market and to promote reuse of the base and to establish a revolv-

ing loan fund. What, if any, other similar results would occur in

other States if the bill is enacted?
Secretary Brown. Very similar results, Mr. Dingell.

As you know, EDA is the only Agency of the Federal Government
that provides resources to economically distressed rural and urban
areas, which again try to leverage Federal dollars to create private

sector investment.
Mr. DiNGELL. Could you give us the specifics of that, particularly

with regard to other base closures which are now scheduled under
the reports being submitted by the Base Closing Commission. I am
sure there are a number of other States which face immediate and
impending closure of bases. What would be the consequences?

Secretary Brown. EDA plays a very important role in defense

conversion, Mr. Dingell. It would have very traumatic negative im-

pact all over the country.

Mr. OXLEY. The gentleman's time has expired.

I know the gentleman wants to submit some written questions

for us.

Mr. DiNGELL. Thank you. I will have some other questions, but

out of respect for the Chair I am not going to ask them, but I think

you understand where I am coming from and where I am going and
why I think this is a bad proposal, Mr. Chairman.
Mr. OxLEY. I think I get the drift of the gentleman's position.

The gentleman from Iowa, Dr. Ganske.
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Mr. Ganske. Thank you, Mr. Chairman, and thank you, Mr. Sec-
retary.

It hasn't taken me all that long during my time here in Washing-
ton to realize that statistics are very important, and yet there is

an old saying, "there are lies, damn lies, and statistics." One of the
things I am interested in is whether we can improve statistical

analysis in our government.
Mr. Chrysler, in his bill, talks about trying to take care of statis-

tical agencies, and you are rather critical of this. If you don't like

the Chrysler dispersal approach, would you be opposed to an alter-

native that consolidates various statistical groups?
The reason I am interested in this, is that it seems to me that

when you are getting statistics from various different governmental
agencies, there is at least a possibility of bias from the statisticians

in those agencies from the viewpoint of how those statistics would
affect their own agencies.

Would you care to comment on that?
Secretary Brown. I believe that it would be perfectly appropriate

to study ways that we might consolidate statistical gathering and
dissemination agencies. It seems very appropriate.
The last thing I would do, though, is dismember them and send

them all over the place. That would exacerbate the very problem
that your question anticipates, but I think it is certainly worth-
while to look at proposals for consolidation of our efforts.

Mr. Ganske. You would still need to have the statisticians who
are very familiar with Commerce or USDA or all the other things
that we need statistics on having to do the initial studies, but I am
concerned about having statistical review of the methodology of

those studies. I take it you would agree with that.

Secretary Brown. I would certainly agree that that is something
we ought to look at as a possibility for improving what we do.

Mr. Ganske. Thank you. Now, the Secretary of Labor has been
rather vocal and outspoken on corporate welfare, corporate sub-
sidies. Possibly you and he have had rather interesting discussions
on some of these areas. Let me just ask you, have you and the Sec-

retary of Labor, Mr. Reich, had any talks about the USTTA?
Secretary Brown. About USTTA?
Mr. Ganske. Yes, as corporate welfare.

Secretary Brown. No, we have not had talks about that specifi-

cally.

Mr. Ganske. How about the ATP?
Secretary Brown. We have had a lot of talks about ATP. As a

matter of fact, they are represented very well in an op-ed that we
wrote jointly that was published in the Wall Street Journal on
June 26 that attempts to define, and I think does a very good job
at defining what he means by corporate welfare and what isn't cor-

porate welfare. We make it very clear that a program like the ATP
program is not corporate welfare.

Mr. Ganske. Okay, so the Secretary of Labor would exclude ATP
from corporate welfare?

Secretary Brown. He would exclude many things from corporate
welfare. That is one of them.
Mr. Ganske. Does he exclude EDA?
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Secretary Brown. He excludes those programs in the Commerce
Department. We have had discussions about all of them.
Mr. Ganske. So the Secretary of Labor would not classify any of

the programs in the Commerce Department as, "corporate wel-

fare"?

Secretary BROWN. No. As a matter of fact, I haven't heard many
people classify EDA as corporate welfare. There have been other

criticisms of EDA, but I haven't heard that criticism.

Mr. Ganske. Now, there have been a number of major corpora-

tions in the country that have expressed an interest in not dissolv-

ing the Department of Commerce. I have a long list of 35 or so

major corporations, Chrysler, Coming, and Rockwell, not to single

out any particular company or even to infer that they are partici-

pants in some type of a program. These corporations are frequently

singled out as being beneficiaries in one form or another, through
various duplicative programs, of government subsidies in one way
or the other.

How do you respond to the grass-roots support for the idea that

if we are going to balance the budget, we have to be fair across the

board. If we are looking at every segment of the society contribut-

ing in one way or the other, some of these major corporations may
need to contribute to this effort to balance the budget.

Secretary Brown. There is no question about that, and most of

them do. I think what they are speaking to is how they evaluate

the work of the Commerce Department, and whether we are in fact

essential to American competitiveness, and they have concluded, as

many small business people have, that we are essential to Amer-
ican competitiveness.

Mr. Ganske. I appreciate your testimony.

I just would like 30 seconds, Mr. Chairman.
Mr. OxLEY. Without objection.

Mr. Ganske. It will be important, I think for somebody who is

new to this committee to look at all these various programs and
come to some type of understanding of whether these programs can
be combined or improved, or whether some have fulfilled their

function.

And thank you for your testimony.
Secretary Brown. Well, might I say. Congressman, I think that

is absolutely appropriate. I think we ought to be doing that all the

time, seeing how we can be more effective and to determine what
consolidations are appropriate. It is that kind of thoughtful ap-

proach that I would certainly urge on this committee and other

Members of Congress, not that we just kind of fly off into a direc-

tion that we are not sure what the results will be. That could lead

to many unfortunate, unintended consequences. I might ask, Mr.
Chairman, if I could have placed in the record a copy of the op-ed
piece that was signed by Secretary of Labor Reich and myself on
this whole issue of corporate welfare since the Congressman raised

the issue with me.
Mr. Oxley. Without objection.

[The news article referred to follows:]
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The Wall Street Journal

[Monday, June 26, 1995]

NO 'CORPORATE WELFARE' ALLOWED ON OUR WATCH

Your May 31 article "Reich Outlines Plans of Cost-Benefit Tests for U.S. Pro-
grams" fabricated a division between us where absolutely none exists. It summa-
rized, accurately enough, the Secretary of Labor's position (which is the position of

the entire Clinton administration) that corporate subsidies without broader public

benefits should be eliminated. But it then suggested, falsely, that the trade and
technology programs of the Commerce Department merit the label "corporate wel-

fare."

The administration has been and remains committed to getting rid of programs
that aren't needed or don't work; this is nothing new. As we work to control the
deficit, every spending item and every tax break must prove its worth. If a program
or a special tax-code provision yields public benefits in excess of its costs, then it's

justified; otherwise, it s not. In our complex economy, this test must be applied care-

fully, taking proper account of longer-term and indirect costs and benefits. But the
basic principle—which we both enthusiastically endorse—is simple enough: It's

wasteful to preserve inefficient programs, and equally wasteful to dismantle pro-

grams that work.
Many trade and technology programs score high marks. The Commerce Depart-

ment's trade promotion effort, funded at about $250 million a year, has helped busi-

ness win export contracts worth almost $25 billion in U.S. export content, support-

ing more than 300,000 American jobs, in the past two years. The network of Manu-
facturing Extension Centers now under construction will give smaller firms better

access to technologies they need to modernize and co-mpete.

In the current budgetary and economic environment, we must apply a clear-eyed
analytical approach to spending programs and tax breaks—preserving and expand-
ing what works, reforming or eliminating what doesn't, free of ideological blinders.

Both of us—and the rest of the administration—embrace this principle, and invite

others to do the same.
Ronald H. Brown,
Secretary of Commerce.

Robert B. Reich,
Secretary of Labor.

Mr. OXLEY. The gentleman's time has expired.

The gentlelady from Arkansas.
Mrs. Lincoln. Thank you, Mr. Chairman, and welcome, Mr. Sec-

retary.

Secretary Brown. Thank you.

Mrs. Lincoln. I would have to agree, and I think we all would,
with Dr. Ganske that there is certainly always room for improve-
ment, and I guess my question after having seen Secretary O'Leary
who came before this very committee and talked about what has
happened in terms of streamlining and tr>'ing to eliminate waste
in the Department of Energy, what you all have done at the De-
partment of Commerce in terms of doing that.

Secretary BROWN. I would be glad to respond to that.

I indicated in my earlier testimony that some of the focus of our
attention is where privatization is appropriate. We are now looking

at privatization proposals for the Patent and Trademark Office,

which I have indicated is already fully fee funded and the question
is, is it appropriate now to take that next step.

We are looking at similar proposals with respect to NTIS, and we
are looking at certain aspects of NOAA in terms of privatization.

We think that that is an appropriate thing to do.

If the private sector can do it and do it effectively, then govern-
ment should not be doing it. We certainly have no quarrel with
that general proposition.
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We are always looking at ways that we can reinvent ourselves,

that we can consolidate, that we can do more with less. We have
been working very closely with Vice President Gore on his

reinventing government initiative, and as I have indicated, we are
about to move into the second phase of that process.

Mrs. Lincoln. What about travel and tourism?
Secretary Brown. Well, travel and tourism is one that we

haven't discussed yet today. I happen to think it is terribly impor-
tant to America's economy and our economic future. I think it is

a sector of the economy that is grossly underestimated.
Mrs. Lincoln. It is growing pretty rapidly, isn't it?

Secretary Brown. It employs 6 million Americans, and we kind
of slough it off. I have heard people make jokes of it, oh, do you
need to encourage people to come to the United States? Tourism is

very competitive. Yes, we do need to encourage tourism, and that
is one of the things that USTTA does, I think it does it well, and
I think it is a shame that it hasn't had more support.

There is a White House conference on tourism this October. I

think it is going to be an important vehicle for us relating to the
American people the importance of travel and tourism to our eco-

nomic future, and hopefully finding some way we can deal with it

as a public/private partnership.
Mrs. Lincoln. So there is work in terms of that public/private

partnership?
Secretary BROWN. With the budget realities, there have to be. As

you know, that Agency operates on an infinitesimal budget, it is

$12 million a year.

Mrs. Lincoln. Not only is it important financially, I think, but
also the play between the public/private sector is very important in

terms of tourism.
The other thing you talk about, I know that several other agen-

cies have similar activities as the Department of Commerce, so we
talked about some repetitiveness, ways that you may have done
partnerships with other agencies; in particular. Education. I have
a real concern with our competitiveness. I think it is very impor-
tant for Commerce and Education to be working so that we are
educating our work force to be a player in the competitive market.

Secretary Brown. I think you have identified a very important
area of cooperation, and it particularly applies in the area of tele-

communications, how Commerce, and NTIA in particular, can work
closely with the Education Department. We have done one event at

DOE to exhibit the kind of partnership that we think can pay real

dividends in the delivery of educational services.

Mrs. Lincoln. I just think that is going to be critical in the fu-

ture as we see many of the programs showing us falling behind in

how we are doing our apprenticeship programs, educating our work
force to be competitive with international marketplaces.
The last question I would just like to ask concerns the National

Weather Service, and I know others have talked about that. It is

particularly important to my district because we do have our econ-
omy based on agriculture, and I guess in terms of privatization, as
we talk about further cuts for the weather service, what informa-
tion will remain for farmers whose livelihoods rely on the accurate
weather forecasts and how can we depend or can we depend really
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on the private sector being able to afford the expense of operating
satellites if it is not—my understanding is there are no private sat-

ellites currently.

The cost is $275 million to build satellites, $50 million to launch
them, not to mention the liability. We are talking about liability,

potential liability associated with miscalculation of weather condi-

tions, whether it be travel, air travel or agriculture related. I think
that is a real key question.

Secretary Brown. Your question is absolutely appropriate. The
fact is, I know that it is very attractive to say privatize, privatize,

privatize. There are some things, many things that are not appro-
priate for privatization, and you have identified one of them for the
very reasons that you articulated in your question.

Mrs. Lincoln. Not to mention national security.

Thank you, Mr. Chairman.
Mr. OXLEY. The gentlelady's time has expired.

Mr. Secretary, let me say on behalf of all the members of the

committee, we appreciate your testimony, your patience and your
steadfastness in staying in the chair for a rather long period of

time. I know you love the Hill and you love to spend a lot of time
up here, but this was above and beyond the call of duty.

Let me also say that as you know both houses passed a budget
resolution dealing with the Commerce Department, and my sense
is somehow, some way there is going to be legislation. We want to

work with you to make certain that whatever we decide is based
on fact and based on the best information available, and we truly

appreciate you being here to testify and particularly because this

is the first authorizing committee you have testified before.

I hope for your sake you don't have to testify before 11 authoriz-

ing committees. I would not recommend that, particularly if it goes
anything like today, but we do appreciate your being here and with
that we wish you Godspeed.

Secretary Brown. Thank you, Mr. Chairman. It is a pleasure to

be before you and Chairman Fields.

I certainly have appreciated the opportunity to testify on some-
thing that I know we all think is very important today and even
more importantly, I look forward to working with you in the weeks
and months ahead. Clearly, I know what happened in the budget
resolutions. I also know what is happening in the appropriations

process.

I am anxious to work very closely with Members of Congress on
both sides of the aisle to make sure we do what is best for the

country, to make sure we do what is best to assure long term eco-

nomic growth and the creation of high wage, high quality jobs for

our people. I think, Mr. Chairman, that no department in govern-
ment does that more effectively than the Department of Commerce
does.

I thank you for this opportunity.

Mr. OxLEY. Thank you. Thank you for your testimony. The Chair
would announce that we want to go a little bit out of order here.

We only have one witness remaining who is from out of town,
and since the definition of an expert witness is somebody from out
of town, we thought we would bring Dr. Weidenbaum up to testify.
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Dr. Murray Weidenbaum, who was Chairman of the Council of

Economic Advisors under President Reagan and is now Director of

the Center for the Study of American Business at Washington Uni-

versity in St. Louis, and I know Dr. Weidenbaum has to get back
to St. Louis on a flight, so we will go out of order for his testimony,

and he can be dismissed.
Dr. Weidenbaum, welcome to the committee, and you may begin.

STATEMENT OF MURRAY WEIDENBAUM, DIRECTOR, CENTER
FOR THE STUDY OF AMERICAN BUSINESS, WASHINGTON
UNIVERSITY

Mr. Weidenbaum. Thank you very much for your indulgence,

Mr. Chairman, members of the committee. I will summarize short-

ly a very long statement.
The Commerce Department boasts that it is helping companies

succeed in the global marketplace. Of course, the few, relatively

few who benefit from the Secretary of Commerce personally open-

ing doors for them think it is a great idea, but ladies and gentle-

men, millions of other businesses, large and small, pay the taxes

that finance the Department. They don't benefit from the personal

attention, they don't benefit from the staff services.

I suggest the entire economy would be better off if the budgeted
39 percent increase in Commerce outlays, that is what is in the

President's January budget, the 39 percent increase between 1994
and 1996, if that increase wasn't made and the savings used to re-

duce the deficit or cut taxes and thus increase the availability of

private investment capital, that is what has been missing during

the entire discussion, I believe, and that is if Commerce didn't

spend the money, those funds, those resources would be available

in the private sector.

Let me quickly go through the major functions of Commerce to

see do they justify their existence.

Promoting technology. Unfortunately, converting the old National

Bureau of Standards to a National Institute of Standards and
Technology is a clear example of bureaucratic sprawl. The Agency's

outlays are budgeted to rise more than 300 percent in the 2 years,

1994 to 1996.

The old bureau was a guardian of weights and measures. The
new activities of NIST in the guise of promoting technology really

give us industrial policy with the government selecting the winners
and losers. There are better ways for encouraging technology. None
involve this Department.
Tax credits for R&D leave the choice of technology with the indi-

vidual business, which bears most of the risk. An even less expen-

sive way of promoting technology is to reduce the government's reg-

ulatory barriers, and they are awesome.
By the way. Commerce is building yet another bureaucracy, the

technology administration. This new staff is supposed to be, and I

quote from the budget justification, "the focal point within the exec-

utive branch for an industry-driven process to address issues of

competitiveness".
We already have an industry-driven process to promote competi-

tiveness. It is the private marketplace. The technology administra-

tion should be eliminated.
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Several technical bureaus could be moved elsewhere, as men-
tioned, Patent Office to Justice. NOAA, by the way, is the large but
hardly economy-sized version of the old weather bureau.

It is an open question as to which of those functions should be
privatized, but surely the host of subsidies to the fishing industry
should be eliminated. As for the telecommunications administra-
tion, the move to deregulation reduces the need for this bureauc-
racy, but oblivious to the real world its 1996 budget request was
more than double the amount spent in 1994.

Turning to trade, one Commerce Department brainstorm is par-

ticularly damaging, the idea that we are engaged in a trade war.

Yes, trade is competitive, but competition is the best protector of

the consumer.
I believe this is the first time that the consumer has been men-

tioned at these hearings, unfortunately. I make the comparison, in

wartime we want to prevent trade with our enemies, in peacetime
we want to promote trade and cultivate friendship.

I think the Department's war room should be closed down along
with the extensive supporting staffs. Government could take ac-

tions to make U.S. firms more competitive. That is true, that is

compelling. How?
Less taxation, less government deficit financing, fewer mandates,

less burdensome regulation, hardly any of that involves the Com-
merce Department. As for travel and tourism, we had a thriving

tourism industry before this Agency got going and we can have
that industry thrive without this Agency.
As noted, EPA is the Department's pork barrel. Let me just note,

one category, competitive communities.
EDA provides grants to bring business and public leaders to-

gether to identify jointly local challenges and develop strategy.

They don't need an EDA grant to meet, but another pork barrel is

the proliferation of Commerce overhead.
I have counted in the new organization manual 6 under secretar-

ies, 7 deputy under secretaries, 13 assistant secretaries, 32 deputy
assistant secretaries, plus counselors, special assistants, executive

assistants, an associate deputy secretary, an assistant deputy sec-

retary, and 1 associate under deputy secretary. I suggest some
slimming down is long overdue. As for the statistical agencies,

there is no reason to keep them in Commerce. Set them up as an
independent, low overhead agency.
To conclude, as someone who started his career as an analyst in

Harry Truman's budget bureau, I am here to bear witness to the

fact that Congress has given more responsibilities to government
agencies than they could possibly perform if they were staffed with

Newtons and Einsteins. The truly effective way to improve the ef-

fectiveness and reduce the cost of government is not just to cut an-

nual budgets.
Cuts can be reversed in the future. The best approach is to elimi-

nate entire departments, agencies, and bureaus that have outlived

their usefulness. Abolishing the Commerce Department would be a

dramatic example of the Congress' ability to accomplish that dif-

ficult but necessary task.

Thank you very much.
[The prepared statement of Murray Weidenbaum follows:]
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Prepared Statement of Murray Weidenbaum.i Center for the Study of
American Business

It may seem like an anomaly to urge eliminating the U.S. Department of Com-
merce at a time when its role and influence have become so visible. How can anyone
oppose the continuation of a governmental department concerned with such impor-

tant questions as international competitiveness, promotion of technology, economic
development, and generation of key economic statistics?

Ironically, the heightened visibility of the Department of Commerce is a key to

why it should be closed down. The current management of the department boasts

that it is especially effective in using its vast resources to help individual companies
succeed in an increasingly competitive global marketplace—and they are seeking an
inordinate 39 percent budget increase from fiscal 1994 to fiscal 1996.

Of course, the relatively few who benefit from the Secretary of Commerce person-

ally opening doors for them think this is a great idea. Millions of other businesses,

large and small, however, pay the taxes that finance these programs. They do not

benefit from this personal attention. In a nutshell, this whole process is unfair.

American business, indeed the entire American economy, would be far better off

if these government expenditures were not made and the savings used instead to

reduce the deficit or cut taxes—and thus increase the availability of investment cap-

ital to the private sector. The current process is a classic example of the govern-

ment's traditional tendency to rob (or at least tax) Peter to pay Paul.

I propose to examine all those supposedly high-value functions of the Commerce
Department. Let us take up each of them to see if they justify the Department's
existence, much less its expansion.

Promoting Technology

In the last few years, the staid old National Bureau of Standards has been ex-

panded to become the National Institute of Standards and Technology (NIST). It is

a clear example of bureaucratic sprawl; the agency's outlays are budgeted to rise

more than 300 percent just in the two-year period 1994-96. The traditional Bureau
served as the guardian of weights and measures. This is a rather modest task

which, perhaps, could be performed by a private sector organization, such as the Na-
tional Academy of Science or the National Academy of Engineering.

It is the new activities of NIST that are truly objectionable. These rapidly rising

outlays—in the guise of promoting technology—constitute the intrusion of "indus-

trial policy" into the federal government's existing arsenal of business subsidies. We
can recall that the basic problem with the industrial policy approach, and surely

with NIST, is that the government selects the winners and the losers, choosing

which specific industries and individual companies are to receive the contracts being

awarded. There are alternative and far less intrusive ways in which technology can

be encouraged—but none of them involves the Department of Commerce.
For example, tax credits for research and development leave the choice of tech-

nology projects with the individual business firm, which continues to bear the great

bulk of the financial risk. It is sad to note that, in the last few years. Congress has
been quicker to spend money than to extend the tax incentive. There is an even less

expensive way of promoting technology—reduce the government's own numerous
regulatory barriers that raise the cost and risk of new technological undertakings.

The Environmental Protection Agency, the Occupational Safety and Health Admin-
istration, and all the other regulatory brethren should be forced to go on a crash

diet.

Alongside NIST, the Commerce Department has built another bureaucracy, the

Technology Administration. The fiscal year 1996 budget tells us that this relatively

new staff function "is the focal point within the executive branch for an industry-

driven process to address issues of competitiveness." The United States already has
an "industry-driven" process to promote competitiveness. It is called the private

marketplace. The Technology Administration is a compelling example of the bureau-
cratic response to the issues of the day, which should be quickly eliminated.

There are several technical bureaus in the Department of Commerce that could

well be slimmed down and then moved to other departments. For example, the Pat-

ent and Trademark Office's staff of patent attorneys and their assistants could com-
fortably be housed in the Justice Department. The National Oceanic and Atmos-
pheric Administration is the large, but not economy-size, version of the old Weather

' Murray Weidenbaum is chairman of the Center for the Study of American Business and
Mallinckrodt Distinguished University Professor at Washington University in St. Louis and a

former chairman of President Reagan's Council of Economic Advisers. The views expressed are

his own.
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Bureau to which has been added miscellaneous activities such as Marine Fisheries.
NOAA's estimated 1996 outlays total $2.1 billion. To the extent that these are prop-
erly public sector functions—and that is a question worth examining—they could
just as easily be assigned to the Department of the Interior, given its concern with
natural resources.

As for the National Telecommunications and Information Administration, the
move to deregulation should reduce the need for this relatively recent creation
( 1978). In contrast, its 1996 budget request of $88 million is more than double the
amount it spent in 1994. Its proliferating grants programs sound like attractive can-
didates for the budgetary axe. If telecommunications research and development
should be fostered by the federal government, the dollars will go further if the pro-
gram has to compete for space in the National Science Foundation's budget. The
present alternative means that a special interest bureau retains the responsibility
for directing this portion of private sector innovation.

Promoting International Trade

There is one Commerce Department brainstorm that is particularly damaging,
namely the idea that the United States is engaged in a "trade war" with the nations
with which we otherwise maintain friendly relations. The Department's "war room"
should be closed down.

Yes, trade (domestic as well as international) is competitive. After all, competition
is the most effective protector of the consumer. Efforts to reduce our trade deficit

should not ignore the fact that each import—and export—is a voluntary' economic
transaction. In wartime, we want to prevent trade with our enemies. In peacetime,
we promote trade, thereby cultivating friendship. Apparently, the Commerce De-
partment has forgotten that basic distinction.

Another fundamental distinction too often overlooked is that nations make war
but, by and large, it is individual companies that export and import goods and serv-
ices. Theirs is the challenge to maintain and enhance global market shares. Of
course, the federal government could take many actions to make U.S. firms more
competitive. Hardly any of them involves the Commerce Department. The competi-
tive strength of American companies would be enhanced by less taxation, less gov-
ernment deficit financing, and a reduced array of expensive mandates and regu-
latory requirements.
To the extent that some small portion of the trade-oriented activities of the De-

partment is informational rather than "industrial policy" subsidies, it could be per-
formed by other departments. The commercial attaches should be attached to the
State Department. In each country, the trade attaches report to the U.S. ambas-
sador, who is a State Department official.

As for the Travel and Tourism Administration, that entire agency is a subsidy to

a healthy industry that operated on its own before this bureau was establishea. It

can do so again and save the taxpayer $17 million in 1996.

The Pork Barrel

The Department of Commerce operates its own pork barrel. It is called the Eco-
nomic Development Administration (EDA). Grants by EDA have been politically

popular because they are a way to finance local projects at someone else's expense

—

the national taxpayer. Currently, EDA provides eight different categories of grants
and other financial assistance to the fortunate localities it selects. The most cursory
examination of the budget justification shows the results of combining the worst as-

pects of the political and bureaucratic processes.

For example, the eighth category is devoted to "competitive communities." In
these cases, EDA provides "transaction-based grants, through intermediaries, for

grivate sector business projects that advance the competitiveness of local economies,
ring together business, community, and public leaders to identify jointly the local

economic challenges and develop the best strategy to meet these challenges."

This is a mouthful even for experienced practitioners of gobbledygook. If the lead-

ership of a community wants to meet, it can do so without the disbursement of an
EDA grant. EDA should not be cut back. It should be abolished. That overdue action

would save taxpayers $427 million in 1996 (a whopping 84 percent increase over
1994).

A less visible pork barrel has been established in recent years—in the form of a
tremendous proliferation of overhead staffs. This trend of enhanced governmental
liberality stands in dramatic contrast to the contemporaneous efforts in the private

sector to cut back on such activities and to flatten organizational hierarchies. Here
are a few of the staffs currently budgeted for the Department of Commerce (they

are in addition to the operating bureaus, each of which has its own set of staffs);

Office of Policy and Strategic Planning; Office of White House Liaison; Office of
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Technology Policy; Office of Space Commerce; Office of Business Liaison; Office of

Consumer Affairs; Decision Analysis Center; Office of International Policy; Office of

Manufacturing Competitiveness; Office of Technolo^ Competitiveness; Office of Pol-

icy Analysis; Office of Macroeconomic Analysis; Office of Economic Conditions and
Forecasting; Office of Business Analysis.

Of course, a host of bureaucratic luminaries—in addition to the Secretary and
Deputy Secretary—is needed to supervise this galaxy of staff activities. The latest

U.S. Government Organization Manual lists, for the Commerce Department, an ex-

tensive array of six undersecretaries, seven deputy undersecretaries, thirteen assist-

ant secretaries, 32 deputy assistant secretaries, plus an assortment of counselors,
special assistants, executive assistants, an associate deputy secretary, an assistant

deputy secretary, and one associate under deputy secretary. How gratifying it would
be to the taxpayer to learn that this set of supernumeraries was stricken from the
government's payroll.

Statistics

The Department of Commerce also houses two statistical agencies, the Bureau of
the Census and the Bureau of Economic Analysis (BEA). The numbers generated
by these two professional groups are widely used throughout the nation, out there
is no cornpelling reason for attaching them to the Commerce Department. In the
past, the Departments of Treasury and Interior provided homes for bureaus not con-

veniently fitting in other departments. Treasury would be a more sympathetic loca-

tion for the statistical compilers. In contrast. Interior might just leave them alone.

A case can be made for either location.

Alternatively, Census and BEA could be set up as an independent statistical agen-
cy. The Bureau of Labor Statistics could be moved out of the Labor Department and
join them, along with the statistical review functions of the Office of Management
and Budget.

A Useful Precedent

Conservatives urging dismantling the Department of Commerce may be akin to

the notion of man cites dog. Given the current interest in curbing business sub-
sidies, the Commerce Department is the logical place to start—and to demonstrate
the genuine desire to curb all government subsidies and other low-priority outlays.

But the point to emphasize is that Commerce is the place to start. An equally
strong case can be made for subsequently closing down the Department of Energy.
The supposed energy crisis that justified its estalslishment and its regulatory func-

tions is no longer in evidence. Any regulations that linger on should be given an
honorable discharge.

Subsidies are not limited to business. Very large subsidies are provided by other
departments, most notably the Department of Agriculture. Few of these outlays go
to small family farmers. Most of the largesse is received by giant agricultural enter-

prises. In a period of fiscal belt-tightening such as the present, farm subsidies are
also an attractive target for the budgetary axe.

Along these lines, Labor Secretary Robert Reich has registered a newly found in-

terest in cutting business subsidies which, in his usual scholarly manner, he refers

to as corporate welfare. I agree that a strong case can be made for cutting these
federal outlays. But why ignore the wasteful subsidies and other unproductive out-

lays in the Department of Labor?
A serious effort to curb subsidies should surely extend to the pernicious Davis-

Bacon Act. That relic of the 1930s needlessly pushes up the cost of government con-

struction. The required weekly reports by each government construction contractor

exemplify the government's paperwork shuffling at its worst. Eliminating the De-
partment's busybody Office of the American Workplace would also help achieve
economy in government.

Conclusion

I would like to conclude on a positive note. It is vital that government performs
well the tasks that society assigns it. The problem today is that more responsibil-

ities have been given to government than it can possibly perform to any degree of

satisfaction. If the federal establishment were staffed with Newtons and Einsteins,

it would not be up to the task. Doubters should turn to pages of the United States
Government Manual and see the almost endless array of agencies, bureaus, and di-

visions. The challenge is to focus the public sector's resources in the most critical

areas and to leave to the private sector matters better handled there.

From this viewpoint, it is sad to report that the fiscal year 1996 federal budget
recommends that the outlays of the U.S. Department of Commerce should rise from
$3.0 billion in 1994 to $4.2 billion in 1996 (see table). This is a 39 percent increase
in a two-year period. After a brief slowdown in 1997-1999, the Department's spend-
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business welfare ignores the union welfare implicit in, say, the
Davis-Bacon Act.

Mr. Markey. You would recommend to the freshman Repub-
licans, though, that they begin the process of abolishing the De-
partment of Agriculture as well; is that correct?

Mr. Weidenbaum. Well, I wouldn't be hasty.

Mr. Markey. I didn't think you would be.

Thank you. I yield back the balance of my time.

Mr. OXLEY. The gentleman yields back.
Again, Dr. Weidenbaum, many thanks for your testimony.
We now turn to our Chairman of the Subcommittee on Tele-

communications and Finance, this is a joint hearing, and allow the
gentleman from Texas to introduce our next witness.
Mr. Fields. Thank you. Chairman Oxley.
I want to apologize to our guests for not being here throughout

the hearings today. I was detained in Houston, but I do want to

welcome our good friend, the Honorable Larry Irving, certainly no
stranger to this subcommittee, to the members of the full commit-
tee. The Under Secretary for Communications Information, U.S.
Department of Commerce, Mr. Irving, we will be glad to receive
your testimony.

STATEMENT OF LARRY IRVING, ASSISTANT SECRETARY FOR
COMMUNICATIONS AND INFORMATION, NATIONAL TELE-
COMMUNICATIONS AND INFORMATION ADMINISTRATION,
DEPARTMENT OF COMMERCE
Mr. Irving. Thank you, Mr. Chairman. I have a complete written

statement I would like to have included in the record, but I will

try to briefly summarize.
Mr. Fields. Without objection.

Mr. Irving. Thank you. The importance of the Department's mis-
sion was eloquently stated by Secretary Brown, so I am going to

talk mostly today about NTIA's mission, and according to our ena-
bling statute we serve as the principal adviser to the President on
telecommunications and information policy.

And I think it is important to note that the telecommunications
and information body for the executive branch, for the President is

NTIA, not the Federal Communications Commission. The FCC is

an independent body. It does not serve the President and it should
not serve the President.
We are working throughout the world to depoliticize tele-

communications, to move it from government oversight, and we be-
lieve that we need a strong independent body in the FCC but also

a strong executive branch voice on telecommunications.
How important is telecommunications?
In 1995, one-half of all the capital investment in this Nation will

be in communications and information technologies. Telecommuni-
cations and information industries comprise 10 percent of our gross
domestic product today. It is estimated that 20 percent of our gross
domestic product by the turn of the century will be telecommuni-
cations and information technologies. The global information indus-
try will be $3 trillion per annum by early in the next century.
There are questions about what NTIA does. Mostly what we do

is we represent the President, we represent the President of the
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United States before the FCC. I have testified more than a dozen
times before the House and the Senate on behalf of the President
and the executive branch, and we also file letters before the FTC
and other governmental entities. On domestic issues, you would not
have video dialtone but for NTIA.
With regard to auctions, you have been told about the $9 billion

in auction revenues. Those auction revenues are the result of ac-

tivities by NTIA. We promoted the concept of auctions, we pushed
legislation for auctions.

When the FCC was asking for our methods as to how to run the
auctions, we gave them input. The auction proposal we sent them
looks a lot like the electronic auctions they have today.
They couldn't make a determination whether they should use 20

megahertz for PCS or 40 megahertz block for PCS. We came up
with the compromise of 30 megahertz. Now, obviously that didn't

take Solomon-like minds, but the FCC had questions whether or

not that was technologically feasible, and NTIA did the hard re-

search to demonstrate that 30 megahertz blocks were in fact tech-

nologically feasible.

On international, Mr. Chairman, you and Congressman Tauzin
just came back from Latin America. You know better than anybody
else that while we have roughly 300 million consumers in this

country, there are 4 billion consumers of telecommunications serv-

ices globally. Virtually none of them have private enterprise provid-

ing the telecommunications.
In virtually every other nation around this globe, telecommuni-

cations is owned by the government. NTIA is busily going around
the world trying to open up markets by reforming telecommuni-
cations legislation. The Latin American telecommunications sum-
mit in Chile this year, we brought 11 ministers from around the
hemisphere together to talk about liberalization and privatization.

The G-7 summit, 2 years ago, if I told you that our biggest trad-

ing partners, virtually all of whom had State-owned monopoly tele-

communication services, would agree with the United States on pri-

vatization and competition and open access, you would have
thought I was fooling you. But in March of this year, all of those
nations signed on to a historic document saying open up the mar-
ket, let's talk about competition. NTIA was the lead negotiator for

the United States at the G-7 conference.
When we are talking about Europe, I just got back from talking

about opening up markets. We are going to do another G-7 summit
in Durbin, South Africa next year to open up developing countries

as well as our largest trading partners.
Our labs. People said what do our labs do. Let me give you one

great example of what our labs do.

Last week, we all heard a horrifying story about a family that

was murdered, 5 people murdered in that family. How did the po-

lice find those 5 people? Because when the murderer, the alleged

murderer called, he called the police station they were able to iden-

tify where the house was. That is using a technology called E911
or Enhanced 911. That technology was developed in large part in

Federal labs by NTIA.
Whether they are talking about standards development or spec-

trum interference, all that is done at NTIA's labs.
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What is great about those labs? Only 30 cents out of every dollar

they spend are appropriated dollars. The rest of the people spend-
ing money because of the quality of those labs and paying for the
services of those labs.

We are talking about spectrum, efficient use of spectrum, NTIA
is at the forefront of making sure that our Federal Government
uses the spectrum more effectively, more efficiently.

What are we doing? When you asked us as a Congress to give

you 200 megahertz for private sector use, 4 times the amount of

spectrum used by cellular technology across this country, you asked
us for 200, we came back on time, and we gave you a dividend. We
came back with 235 megahertz worth of spectrum.
We are still trying to find additional spectrum, take it away from

the Federal Government users and give it to private sector users.

We also note we have $137 billion invested in technology that gov-
ernment uses right now to use the spectrum. We have got to find

a way to replace that.

If we move to the Defense Department, how do we replace that?

We are trying to work with the Defense Department, all of our na-
tional security, balancing their need for spectrum with the private

sector's need for spectrum.
Let me talk briefly about grants. We wouldn't have public broad-

casting in many communities, but for NTIA. We wouldn't have de-

scriptive video. We wouldn't have closed-captioning but for the
grants of NTIA.

Mr. Chairman, tomorrow my Agency is going to release a study
on universal service. We are going to demonstrate that around this

country there are communities that don't have access to high tech,

if you are rural, if you are poor in an urban area, you are less like-

ly to have advanced telecommunications services.

NTIA's grant program helps get that technology out to areas that
need it, we are talking connecting hospitals and libraries and
schools, so that in places in this country with telephone penetration
below 28 percent and places in this country where people don't

have access to computers at home, they can go to their community,
they can go to the community center, they can go to their school,

they can go to the library.

I am a product of public schools. I am a product of the public li-

brary, we didn't have a lot of books in my home. But I could always
go to the library.

Well, today a kid needs a computer. What the library did for me
by giving me books the library has to do tomorrow by giving kids

access to computers. That is what our grant programs can and
should do.

Finally, Mr. Chairman, this committee in 1992 adopted a finding

in the NTIA Authorization Act. This committee said that there is

a critical need for competent and effective telecommunications in-

formation and research and analysis and national and inter-

national policy development advice and advocacy by the executive
branch of the Federal Government.

I would submit, Mr. Chairman, that nothing has changed since

1992. In fact, the voice of NTIA is even more necessary today than
it was in 1992 because of all of the dramatic changes. We didn't

know about the Internet. We didn't have a G-7 process. We didn't
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have Latin American telecommunications summits going on in
1992. We do today.
We need to keep NTIA. Any proposal to eliminate it I think is

a disservice to the American people.
Thank you, Mr. Chairman.
[The prepared statement of Larry Irving follows:]

Prepared Statement of Larry Irving, Assistant Secretary for Communica-
tions AND Information, National Telecommunications and Information Ad-
ministration, Department of Commerce

Mr. Chairman, members of the Committee. It is a pleasure to be here today to
discuss the work of the National Telecommunications and Information Administra-
tion, an agency within the Commerce Department, which I have had the privilege
and honor of heading since 1993.

I would like to start niv remarks by underscoring a point made by Secretary
Brown earlier today. The Secretary said that proposals to dismantle the Commerce
Department and scatter its functions among different agencies is "tantamount to
umlateral disarmament in the battle for global competitiveness." As the Secretary
noted: "Such an approach will leave us less able to compete and undermine our eco-
nomic security."

Efforts to dismantle the Commerce Department are extremely short-dighted. The
Commerce Department's mission to help stimulate innovation at home and boost
U.S. exports overseas is crucial to enabling this country to compete in the global
marketplace. Doing away with Commerce and shuffling its functions around to other
agencies and departments makes little economic or policy sense. Such an action
would weaken our ability to meet the internationally competitive demands of the
21st century, hurt our economy, and send the wrong message to the nation and
world.
Nowhere is the short-sightedness of the goal to eliminate Commerce more appar-

ent than in the area of telecommunications and information technologies. These are
the markets of the future, both at home and abroad.
Today, I will highlight NTIA's key operations that are essential to promoting con-

tinued growth in these critical areas. NTIA's international and domestic policy oper-
ations, its spectrum functions, and its efforts to ensure widespread access to the
benefits of advanced technologies are interconnected elements that will help the
U.S. maintain its global leadership and remain competitive worldwide.

In 1995, one-half of all capital investment in America, broadly defined, will be in

computers and telecommunications. By the year 2000, telecommunications and. in-

formation-related industries will account for approximately 20 percent of our entire

U.S. economy. And by the early 21st Century, tne global information industry is ex-

pected to reach $3 trillion.

Telecommunications and information issues are dynamic, they are multi-discipli-

nary, and they are complex. The Nation needs the expertise of the National Tele-

communications and Information Administration to continue to lead in this area and
to ensure that the benefits of the Information Age reach all Americans.
As Secretary Brown noted, our economic success depends on our being able to

compete around the world. We cannot do so if other countries continue to protect

their monopoly telecommunications providers, but we will be tremendously success-

ful if they open their markets to competition.
Last week, I participated in bilateral negotiations in Brussels where we discussed

the opening of European markets to competition. The United States helped establish

a specific timetable for the steps needed to move toward a telecommunications sys-

tem with many providers. The day after o\ir meeting, the European Commission
adopted an accelerated telecom liberalization timetable. This will directly benefit

U.S. companies who are eager to compete and invest abroad.
As Administrator of NTIA, I have spent the last two years on similar missions,

working to convince other countries to dramatically change the way they operate
their telecommunications networks to encourage more openness so that U.S. busi-

nesses can compete. I have spent countless hours with my counterparts around the

world discussing, debating, and persuading them of the benefits of competition and
the technical and policy changes necessary to get there.

These efforts have already resulted in benefits for U.S. companies. For instance,

as a result the Department's participation in the Latin American Telecom Summits,
U.S. companies have securea hundreds of millions of dollars worth of contracts.

NTIA's efforts to encourage adoption of procompetitive policies in Eastern Europe
have also paid off. In the past two years, both Hungary and the Czech Republic
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have privatized their state-owned telephone companies. Privatization, while only an
initial step, puts these two former Communist states ahead of many nations. And,
in the meantime, two U.S. firms, and their employees, are benefitting—Ameritech
in Hungary and AT&T in the Czech Republic.

Every nation I meet with has a ministerial level officer for telecommunications.

In most countries, the government owns the telecommunications system. My official

government position enables me to discuss with officials from these governments the

fundamental structural, technical and policy changes that will be necessary to their

telecommunications infrastructure and help bring about a competitive global mar-
ketplace in telecommunications.
Some have argued that the U.S. Trade Representative could perform these func-

tions. While USTR does an outstanding job in removing barriers to U.S. goods over-

seas, that agency cannot do the job of NTIA. It does not have the depth of expertise

in telecommunications that NTLA has. In fact, it often relies on tne expertise of

NTIA and the Department. Our relationship with USTR is one of many instances

in which the Department of Commerce provides economic, sector and country spe-

cific expertise that is critical to effective work at the international economic nego-

tiating table.

NTIA's work in the international arena also involves securing radio spectrum for

new, emerging telecommunications technologies. NTIA is working through inter-

national organizations to make sure that there is enough space set aside for new
innovative satellite services such as Globalstar, Iridium, Teledesic, and Odyssey.

This is the next generation of communications technology, promising consumers
more choice and lower prices, and the U.S. companies have leadership positions in

the development and implementation of such systems.

Mr. Chairman, these new systems will not be developed unless we secure orbital

slots for their satellites, and that requires agreements with other governments. In

addition, in these international arenas, NTIA secures necessary spectnim for impor-

tant government uses including those affecting national security and public safety.

The need to coordinate with and obtain approval from other governments will be-

come even more important as we move into an era with greater reliance on inter-

national communications and satellite-based systems.

While playing an important role in promoting competition overseas, NTIA also

works hard to advance new opportunities for businesses and consumers at home.
NTIA developed and promoted the spectrum auction policies that have provided

the basis for the FCC's recent spectrum auctions for personal communication serv-

ices, the next generation of cellular phones and other technologies. It is estimated

that these auctions will bring in $9 billion to the Federal treasurv.

As manager of the Federal government's spectrum, NTIA works hard to get Fed-

eral users to use their radio frequencies more efficiently. Our efforts have paid off.

We have identified 235 MHz of Federal spectrum to be transferred to the private

sector to spur innovative services. It's worth pointing out how significant this

amount of spectrum is. . .today's entire cellular telephone industry is allocated only

50 MHz.
The bills to dismantle Commerce would abolish NTIA but transfer NTIA's spec-

trum management functions to the FCC. This would be a serious mistake. The FCC
is an independent regulatory body that manages the commercial use of spectrum.

Transferring management of the Federal spectrum to the FCC would raise concerns

regarding interference with the President's constitutional authority, particularly

with respect to the national defense and foreign affairs.

We have been promoting more efficient spectrum use by these agencies, and more
can and will be done. However, it makes no sense to throw agencies with national

security and public safety requirements for spectrum into direct competition with

commercial users. Critical government functions must be kept separate from the

commercial allocation decisions made by the FCC.
Some people have suggested that the FCC could do NTIA's job, not only in federal

spectrum management, but in international and domestic policymaking. But this

runs counter to longstanding U.S. policy and growing international consensus that

the Executive Branch should not have direct regulatory authority the telecommuni-

cations industry. The logic for this separation is sound. It is designed to limit politi-

cal influence on important regulatory decisions.

As the President's adviser on domestic and international telecommunications is-

sues, NTIA uses its technical and policy expertise to ensure that the public benefits

from any changes in telecommunications policies and laws.

NTIA is currently working to ensure that all Americans benefit from advanced

technologies and that no one is left out of the Information Age. The agency currently

administers three grant programs that serve as catalysts for connecting people to

computer networks who would not otherwise be served by commercial providers, and
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for advancing important educational services that also are not provided by commer-
cial entities.

Through our grants, NTIA has, for example, assisted states such as North Caro-

lina in linking physicians in rural hospitals with major medical centers in the state

for emergency care. We have funded the development of distance learning programs
in rural areas in 15 Western states. And our grants to public television and radio

have provided the hardware for Alaska Public Radio to reach remote communities
with no access to daily newspapers or television. Among the most successful and
highly regarded children's educational television programs, Storytime and Ghost-
writer, were created through a small grant from NTIA.
Mr. Chairman, the Commerce Department and NTIA both serve vital roles. All

organizations should be subject to continued scrutiny to ensure that they are operat-

ing efficiently and effectively. Unnecessary functions and activities should be elimi-

nated and privatization should be utilized where appropriate. But we should not

—

must not—eliminate programs and responsibilities that are critical to our economic
future. With a budget of roughly $100 million, NTIA works very hard to spur inno-

vation and job creation and promote a competitive marketplace that will result in

more choices and lower prices. The American people are being well-served by NTIA
and the Commerce Department.

Mr. Fields. Mr. Irving, I think that is about as fast as I have
ever heard you speak.

Mr. Irving. That is pretty fast.

Mr. Fields. And perhaps as passionately. Again, I want to em-
phasize that you are among friends.

Having worked with all of us for many years, and let me just

ask, suppose that we did not eliminate NTIA. How would you re-

structure the Agency? Because certainly, we have been asked to

find ways to save money, to look at every aspect of government to

make it more efficient. If it were to be eliminated, how would you
restructure it?

Mr. Irving. We are busily restructuring every day, Mr. Chair-

man.
First, I should note that the levels that came out of the Appro-

priations Committee are about a $30 million reduction from our ap-

propriated levels from this time last year, maybe $40 million. For
example, through our PTFP grants program. Congress is giving us

more funding than we are asking for.

We could take a reduction in our PTFP program. The President

asked for $10 million; we got $19 million through the appropria-

tions process in the House. Just last year we cut 20 people out of

the labs, 20 FTE's out of my labs. I am busy looking at my Annap-
olis operation, by using new technology and upgraded technology to

see if we can restructure and also reduce size there.

When you look at NTIA, 100 people out of 300 are in our labs

in Boulder, 100 people out of 300 roughly are doing spectrum man-
agement, that leaves me 100 people to do all of our G-7, all of our

advocacy before the Congress, all of our advocacy before the FTC
at a time when the telecommunications bill alone will keep my
staff very busy responding and doing filings.

We will restructure, we can downsize, we need to do it in a grad-

ual and reasoned fashion.

Mr. Fields. Let's go back to PTFP just a second. What is your

bare bones number?
Mr. Irving. At PTFP, the bare bones number that is the number

the President asked for, $10 million. At $10 million we could do an

adequate job, I believe. I heard somebody behind me saying some-

21-934 - 96 - 6
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thing. I didn't know if I had misspoken. I beUeve we asked in our
budget last year for $10 million.

Mr. Fields. Let me ask very quickly in regard to spectrum. Let's

not focus on just your Department, but if the entire Commerce De-
partment were eliminated, where would you put the responsibil-

ities for the spectrum?
Mr. Irving. I think that the responsibilities for the spectrum

have got to stay in the executive branch. This is a very delicate

dance that goes on.

Of course, the private sector wants more and more spectrum.
That is the FCC's principal constituency.

What I try to do is balance the needs of national security. Give
you an example of what we did, when we went down to Haiti last

year, we had to clear some channels for 2 reasons: (1) for military

preparedness so we could talk between ourselves, and (2) so we
could inform the Haitian people we were coming down there.

When there are hurricanes, we are busily trying to make sure
that we have channels so that people around this country can know
about the prospect of a hurricane hitting them. We have national

security and law enforcement obligations.

We are directly responsive to and responsible for the activities of

the President in that regard. That is not the FCC's mandate and
shouldn't be. We have got to maintain spectrum management of

our Federal law enforcement, national safety, the defense posture
in the executive branch of the President, can make sure he or she
in the future can do what needs to be done when it needs to be
done.
One correction, my staff just let me know that we could actually

save $2 million more because the President asked for $7.95 million

and not $10 million for PTFP, so I can give you another $2 million

worth of savings, Mr. Chairman.
Mr. Fields. Let me continue on the spectrum for just a moment

because, as you know, there is a debate that has been initiated as

to whether the entire spectrum should be privatized. Of course, if

it is privatized, then there is much less need to manage what
would be in the private sector as a property right.

What is your comment?
Mr. Irving. I don't know how you would do that for the Federal

Government. I will give you an example. There is a band called the

war fighting band. It is below 400 megahertz when Captain Scott

O'Grady was found when his plane went down in Bosnia not too

long ago. He was found by using a frequency in that war fighting

band.
We have to make sure that war fighting band works all across

the globe, it doesn't just work in the United States, it works in Eu-
rope, it works in Africa. Everywhere our soldiers are at risk, they
know that they can send a signal up through that band.

If you privatize it, how do you make sure that across the globe

you have those same kinds of opportunities? If we privatize tele-

communications spectrum in this country, what happens when
other countries seeing a cash cow start extorting our domestic com-
panies? We have the lead in wireless technology. We have the lead
in satellite technologies.
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If we privatize in the United States, what is going to keep any
nation out there saying you want to do satellite technology here,

you are the richest country in the world, we are going to charge
you more. We will then lose our lead. Companies like Loral and
Motorola, GlobalStar, even Intelsat and Inmarsat. If we start down
the road of privatizing every bit of spectrum and the rest of the
world follows us, there could be consequences.
We have to give considerable thought to what the implications

are for our domestic lead and our international lead in terms of

these telecommunications technologies.
Mr. Fields. Of course, the response that is going to be given to

you by those who advocate privatizing spectrum is that as you roll

out more spectrum, there is of course greater use, new technology,
more applications, and the consumer benefits. And that that in it-

self is such good public and social policy, that in this particular in-

stance other countries would follow that lead.

Mr. Irving. But the laws of physics will still remain. There will

still be interference questions.

Two people can't be on the spectrum at the same time. I will give

you an example. We have AWACS running around this country on
our coast that still interfere with garage door openers.

Despite the best efforts of the FCC and NTIA and the Defense
Department and commercial manufacturers, we still have problems
with interference, just on that level. There are many other inter-

ference levels.

Talk to people who live near an electric bridge about how well

they get television signals because of electromagnetic interference.

We can privatize, but you are still going to need somebody to man-
age it, to make sure that things work the way they are supposed
to.

I am worried mostly about national security. I am worried about
law enforcement. Those are my constituents. I don't want to do
anything that interferes with the FBI, the Defense Department,
the Coast Guard, the weather service, their ability to do their job

for the American people. I want to gc very slow in a very measured
fashion to make sure we can do what we need to do to protect our
people.

Mr. Fields. Thank you, Mr. Irving.

Mr. Irving. Thank you, sir.

Mr. Fields. The gentleman from Massachusetts, Mr. Markey.
Mr. Markey. Thank you, Mr. Chairman.
Larry, I worked with you every day for 6 years and I forget how

much you know about all these issues. It is absolutely impressive.

People do forget the many roles which the Federal Government has
to play in so many issues from defense to weather and resolving

conflicts amongst other various commercial uses of spectrum,
among many other functions which you have responsibility for.

Now, there is an NTIA grant program for the national informa-

tion infrastructure planning and demonstration profits through
nonprofit entities. Last year you were awarded $24 million to help

schools and libraries and local governments and other nonprofit or-

ganizations.

This year there will be $45 million. The House Appropriations
Committee last week at full committee passed out $40 million for
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next year, which is considerably less than the $100 million which
was requested.
There is going to be an attempt to cut this program to the core

out on the Floor of the House.
What would the impact on the public be if that were to occur?
Mr. Irving. I think it would be tragic. I think the impact would

be, it would really hit rural Americans, it would hit inner city

Americans more than anyone else.

What this grants program has done, we have pulled together the
private sector and the public sector. I heard Mr. White say that the
public sector is always a big brother.

Well, that is not the case. In these instances, it is the public sec-

tor that is driving it. We have 1,600 applications this year pledging
$680 million worth, they would like $680 million worth of aid from
us.

They have got $1.2 billion they have come up with of their own.
What are they going to do with that? They are going to do things
like they did last year.

You know, 81 percent of Alaskan residents will have access to

the Internet somewhere in their community because of our grant
program last year, 500 tribes of Native Americans are going to be
connected to the Information Superhighway, rural Oklahomans,
rural North Carolinians, rural Pennsylvanians will have access to

distance medicine because of our grants program.
That is just 5 programs that we did with the $24 million. We

have another 90 programs on top of that that we did with the $24
million.

Libraries are going to be connected. If the proof of the pudding
is in the eating, we gave two grants last year that were national
awards winners, we gave one grant to Charlotte, North Carolina
for a prototypical program that connects hospitals, libraries,

schools, community colleges in Charlotte, North Carolina.
What is great about it is they have demonstrated how this tech-

nology can and should be used. We are building a database, there
are communities that aren't going to get grants from us.

I was in Palo Alto 2 weeks ago, met a woman from Sacramento.
She is coming in and saying we may not get a grant but we are
going to come to you for advice. I was telling her that was exactly
right.

Whether or not you get a grant from NTIA, we will have a
database for advice. What I am going to be able to tell her is if you
have an old outdated computer, you can use that computer as a
router. Things we found out by a grant we gave last year, old 286
computers that people were just trashing all over this country can
be used as routers.

How did we find that out? Because Charlotte, North Carolina, is

using them as routers in their new projects. If we are going to get
this Nation connected, if we are going to make sure that every
American has access to information technologies, this grants pro-
gram is essential as a database.
Mr. Markey. Let me ask you another line of questions, that is

the distinction between the Federal Communications Commission
and NTIA in terms of export opportunities for companies in the
United States, the market opening initiatives which you undertake
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and contrast that with the FCC's mandate in terms of their role

here domestically.

Mr. Irving. The FCC is a regulatory Agency. Their responsibility

with regard to international dovetails with their responsibility for

domestic. When they are looking at, for example, the MCI deal or
the AT&T deal or the Sprint deal, they are looking at it from how,
what does it mean in terms of this market. The only thing they can
look at is does market access over there influence market access
over here.

NTIA has a much broader mandate. We are running around the
world literally, Africa, Asia, Europe, asking people to open their

markets and look at telecom reform, and using this market as an
indicator of what can happen. This is what happened in the private

sector.

We represent the U.S. President and government to government
is the only way this is going to happen, and most countries around
the world are not sophisticated enough to know that the FCC
doesn't represent the President. They are not a commercial enter-

prise.

Mr. Markey. Let me just follow up. For example, let's take Afri-

ca and the efforts by many of these countries to develop their own
telephone system.
Mr. Irving. Correct.

Mr. Markey. Now we would know that as a result the French
government would be trying to help their private sector companies
to get the contract for a particular country, which would
Mr. Irving. As would the Germans, as would the Japanese, as

would the Singaporeans.
Mr. Markey. Exactly. Clearly that would be a tremendous eco-

nomic benefit for the whole country if they were able to receive the

contract to provide telephone service for an entire emerging coun-

try.

Now, what role does the NTIA play in helping American compa-
nies to secure those contracts?

Mr. Irving. Two things. One, we ask for those countries to pri-

vatize their telecommunications systems. We say open them up to

privatization and competition.

The second thing we do is we then will assist companies. If there

are 2 U.S. companies we assist 2, if there are 5 we assist 5. If there

is one U.S. company against a French or a German company, I will

pick up the phone and call a minister, as I did in Argentina not

too long ago, as I did in Chile not too long ago. I will call down
there and say we have a U.S. company, please give them every fair

consideration, so I have developed
Mr. Markey. What success have you had thus far in Africa?

Mr. Irving. In Africa we have had limited success.

Mr. Markey. And other parts of the world in terms of securing

contracts for American companies?
Mr. Irving. Through our Latin American telecommunications

summit, we have had 2 of them, we have had several hundreds of

millions of dollars just in Latin America. We had a Southeast
Asian telecommunications summit 6 months after I took the job.
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We had again several hundreds of millions of dollars of contracts

because of that and follow-up activities and responsibilities through
NTIA have also given us tens of millions of dollars.

Mr. Markey. How successful could these American companies
have been without the help of the Federal Government to serve as

the door opener or the playing field leveler in terms of their ability

to compete with other companies from other countries that had
their country behind them?
Mr. Irving. When we do these summits, Deputy Secretary

Barram went to Southeast Asia with me, Secretary Brown went to

Latin America. There is no way that you are going to get 11 min-
isters or 15 ministers from Southeast Asia to come in one place un-
less you have a Secretary Barram. No way you are going to get 11

or 12 ministers of communication of Latin America to come unless

Secretary Brown is there.

Once they are there, we have 30 U.S. companies primed to talk

to those companies about access opening opportunities. This is, the

$20 million of salary expenses roughly that NTIA receives through
appropriations every year is far outstripped by the amount of con-

tract and economic opportunity in this country we have developed
just through Southeast Asia and Latin America. We are going to

do more in Europe, we are going to do more in Africa, we are trying

to open up markets.
Mr. Markey. Your point is, I think, as good a job as Reed Hunt

does at the Federal Communications Commission
Mr. Irving. This is not his mandate.
Mr. Markey. [continuing] that is not his job to travel around the

world creating these market opening opportunities for domestic
companies.
Mr. Irving. And he doesn't have the rest of Commerce behind

him. I have ITA. I know there are some boxing fans up there.

If you think of the great champions, the great champions have
2 hands, there are some champions who have only 1 punch. The
great champions have 2 hands, we are a 2-handed champion.
NTIA comes, and it says change in telecommunications policies

and that softens them up, ITA and the rest of the Commerce De-
partment comes in and promotes particular companies, and that is

the knockout punch. You have a Ron Brown or Dave Barram, ITA,

coming in; there is no country that can withstand that kind of

power.
Mr. Markey. You do not want to be the Ingemar Johansson of

international telecommunications competition, I agree with you 100

percent.
I thank you, Mr. Chairman.
Mr. Fields. Let me just ask something about what the gen-

tleman has just been asking Mr. Irving, because I said to Secretary
Brown just a moment ago in a private conversation that I think he
has done as good as any secretary. In fact better than any I can
remember in promoting American goods and services for all. I

think he is the ultimate salesman. I think you are equally as good.

Mr. Irving. I am in training. I want to get that good, but 1 day
maybe.
Mr. Fields. Well, I think there is a sentiment on this panel that

there is a need for someone in some Department to do what you
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obviously are doing along with some others in promoting American
Commerce. The question here today is not whether or not you are

doing a good job, because I think you are. The question is can there

be restructuring and can there be a cost savings.

The gentlelady from Oregon, Ms. Furse.

Ms. Furse. I don't know very much about this issue, so I am
going to ask you a question.

If this were all privatized, could a situation occur where one com-
pany could basically control most of the communications? I am
thinking of the tribes in my area who don't have a lot of people on
their land and probably on commercial land, bases are probably
commercially real attractive to everybody but who have a very
strong function where they need communication, the government
and all.

Without you and just going into privatization, could you concede

that 1 company might decide never to go to a reservation?

Mr. Irving. That is very, very possible. In fact, one of our con-

cerns is that rural areas and inner city areas are not necessarily

places that the private market will take care of. That has been the

reason we have universal service funds because it is not economic
for some people to serve there without a governmental assistance.

We probably still wouldn't have telecommunications services in

some parts of this country. There are places in Alaska, for example,

which is still part of our country that does not have any television

service except for public television service and only has public tele-

vision service because NTIA gave a grant to get television service

out there.

There are places in this country, particularly places where we
have Native Americans, particularly places where we have Aleuts

and Eskimos that would suffer, but there are other places as well

where there are white American and African-Americans and His-

panic Americans that aren't particularly commercially attractive.

We have got to fmd ways to make sure they are part of this mix
as well.

Ms. Furse. Would that also affect, I am thinking of fishing boats,

out in Alaska, just a few users of that information? Could some-

body, if they controlled the entire spectrum, exclude weather infor-

mation, for instance, for those few fishermen, but whose lives de-

pend on it?

Mr. Irving. At least in theory. It all turns on how expansive and
extensive the privatization is. I have seen some theorization about

we need to privatize. I have never seen any specific telecommuni-

cations reform legislation saying how we would go about

privatizing spectrum. It would be very, very difficult. We have bil-

lions, hundreds of billions, maybe trillions of dollars, entrenched

users. I don't know how you go about relocating them, and tele-

communications at its core has always had a social and societal

function, and I worry about, are we going to throw away the soci-

etal and governmental functions in a race for dollars, which are im-

portant, but there has got to be a balance about what government
can and should do in terms of securing the welfare of its people and
just driving an economic process toward dollars.

Ms. Furse. Thank you. Thank you, Mr. Chairman. I yield back

the balance of my time.
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Mr. Fields. Do any other members have questions of Mr. Irving?
Mr. Irving, there are some people who were not able to be here

today. As I was detained earlier, there are some members who
have been detained that would, in all likelihood, want to submit
written questions to you for a response, and certainly we will be
in touch with you.
Mr. Irving. I would be delighted to respond to any. In fact, I am

going to call Mr. Frisa because he had a question he had asked of

the Secretary that I know he couldn't stay to ask me, but I under-
stand his question and I will call him this evening to give him a
response, and I will answer any other questions in writing.

Mr. Fields. We appreciate your patience, appreciate your testi-

mony, and we will follow up with questions.
The Chair would like to announce, he would like to make one

panel out of the remaining two. And again, we appreciate the pa-

tience that everyone has demonstrated today. In fact, anyone who
wants to testify who is not on the list, please feel free to come up.

We will be glad to take your testimony, also.

Mr. Huard, we are going to start with you, the Senior Vice Presi-

dent of Policy and Communications, National Association of Manu-
facturers. We would ask that you limit your remarks to 5 minutes.
Your entire statement will become a part of the record. It will be
introduced. Mr. Huard.

STATEMENTS OF PAUL R. HUARD, SENIOR VICE PRESIDENT
FOR POLICY AND COMMUNICATIONS, NATIONAL ASSOCIA-
TION OF MANUFACTURERS; E. MARTIN DUGGAN, PRESI-
DENT, SMALL BUSINESS EXPORTERS ASSOCIATION; ED-
WARD J. BLACK, PRESIDENT, COMPUTER AND COMMUNICA-
TIONS INDUSTRY ASSOCIATION; STEPHEN COLLINS, DIREC-
TOR, ECONOMIC AND INTERNATIONAL AFFAIRS DEPART-
MENT, AMERICAN AUTOMOBILE MANUFACTURERS ASSOCIA-
TION; ROBIN W. LANIER, VICE PRESIDENT, INTERNATIONAL
TRADE AND ENVIRONMENT, INTERNATIONAL MASS RETAIL
ASSOCIATION; JOE COBB, JOHN M. OLIN SENIOR FELLOW,
POLniCAL ECONOMY, HERITAGE FOUNDATION; AND JIM
MILLER, COUNSELOR, CITIZENS FOR A SOUND ECONOMY
Mr. Huard. Thank you, Mr. Chairman. I will try to engage in

some extreme summarization here. We appreciate the invitation to

testify at today's hearings on the proposed dismantling of the Com-
merce Department. The focus of my testimony is on the importance
of the trade and export functions of the Commerce Department.

U.S. manufacturers have a major stake in anything that is done
to change the trade and export functions now carried out by Com-
merce. I would note that no other part of the U.S. economy is af-

fected by trade flows as much as the manufacturing sector. Nearly
84 percent of U.S. merchandise exports and merchandise imports
are manufactured products.

I would like to introduce for the record a new report, "Why Ex-
ports Really Matter," published by the Institute for International

Economics and the Manufacturing Institute. This report shows a
number of, I think, very relevant facts, among them the fact that
employees of exporting companies enjoy considerably better wages
than employees of nonexporting companies. They enjoy consider-



155

ably better benefits. They are more productive. They use more high
technology processes, and the failure rates of exporting plants tend
to be markedly lower than those of nonexporting plants.

Turning now to the specific object of my testimony, which is the

trade and export functions of the Commerce Department, our posi-

tion can be stated succinctly. We believe that the core elements of

the Commerce Department's trade and export functions should re-

main together under the leadership of a Cabinet rank official. The
reasons for this are laid out pretty straightforwardly in my testi-

mony so I won't repeat them now. Rather, I will use the balance
of my time to deal with the issue that has somewhat troubled me,
which is that my testimony has already been given by several prior

witnesses and several members of the panel.

Let me say on the one hand that one of the major legislative pri-

orities of the National Association of Manufacturers is the bal-

ancing of the Federal budget, achieved without tax increases, but
rather through the downsizing of a Federal Government that has
become too large, too expensive, and too intrusive. And if that in-

volves the elimination, reduction, or consolidation of entire depart-

ments, agencies or administrations, we are prepared to con-

template that.

On the other hand, as I said before, we believe that the core ele-

ments of Commerce's trade and export functions should remain to-

gether under the leadership of a cabinet rank ofiicial. These are not

inconsistent positions. There are Cabinet rank officials who do not

head entire departments, so that basically there are two state-

ments you could make about our position and they are equally

true.

One is that we do not support the dismantling of the Commerce
Department. However, we do not oppose the dismantling of the

Commerce Department. And those two statements need to be taken

together. By selectively quoting only 1 of the 2, both sides of this

debate can claim that we are in their comer. The fact is, the only

statement that you can make with regard to the subject of this

hearing is that we oppose the dismantling of the Department of

Commerce in the manner proposed in H.R. 1756 because it would
not retain what we regard as the essential trade and export func-

tions of the Commerce Department under the unified focus of being

led by a Cabinet rank official.

With that, I will yield back the balance of my time and let the

other members of the panel put their nickel's worth in.

[The prepared statement and attachment of Paul R. Huard fol-

lows:]

Prepared Statement of Paul R. Huard, Senior Vice President for Policy and
Communications, National Association of Manufacturers

Mr. Chairman and members of the Committee, my name is Paul Huard. I am
Senior Vice President for Policy and Communications at the National Association

of Manufacturers (NAM).
We appreciate the invitation to testify in today's hearings on the Department of

Commerce. I am obviously discussing this matter against the backdrop of proposals

to dismantle the Commerce Department altogether—eliminating a few of its func-

tions and moving the rest to other government agencies. This would have enormous
implications for U.S. trade and export policy, which is the subject I would like to

address in my testimony.
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U.S. industry has a major stake in anj^thing that is done to change the trade and
export functions now carried out by Commerce. No other part of the U.S. economy
is as affected by trade flows as the manufacturing sector. Nearly 84 percent of U.S.
merchandise exports and 84 percent of merchandise imports are manufactured prod-
ucts.

I would like to call the Committee's attention to a new report, Why Exports Really
Matter!, published by the Institute for International Economics and The Manufac-
turing Institute, an educational and research affiliate of the NAM. The report shows
that exporters and their workers are far better off than non-exporters across a broad
range of criteria:

• workers in exporting plants on average earn 15 percent more, but in
some cases this aiflference is as much as 25 percent;
• benefit levels are between 25 percent and 45 percent higher;
• exporting plants are 30 to 50 percent more productive than non-exporting
plants;

• out of a list of 15 modern manufacturing technologies, exporters employ
40 percent more of these in their plants; and
• failure rates in exporting plants may be 30 percent less.

That's not all. These benefits seem to show up once a firm makes a commitment
to exporting, not after it reaches a certain level (or intensity) of exporting. And the
benefits show up across the board in small companies as well as large. Benefits of
exporting don't just go to the big, multinational firms.
A copy of this report was sent last week to every member of Congress. I would

like to submit a copy for the record of today's hearings.
This leads me back to the subject of my testimony—the trade and export functions

of Commerce. The NAM's position on this matter can be stated succinctly: We be-
lieve that the core elements of Commerce's trade and export functions should re-

main together under the leadership of a Cabinet rank official.

Until recently, the House was primarily focused on H.R. 1756, The Department
of Commerce Dismantling Act, which heads in the opposite direction from our rec-
ommendation. This legislation would move Commerce's trade and export functions
to at least five different agencies and eliminate some functions that we can't afford
to lose.

Alternative legislation to H.R. 1756 is now being drafted by some members of the
House. This legislation is more in line with the NAM approach I have just men-
tioned. We need to discuss this new legislation with our members before taking a
formal position on it, but here is what we will be looking at in any plan:

• First, we must preserve the ability of the U.S. to participate in international
trade negotiations.

Roughly 40-45 percent of the work done by Commerce's International Trade Ad-
ministration (ITA) outside of trade law implementation goes to conducting inter-
national negotiations or supporting the United States Trade Representative TUSTR)
in such negotiations. H.R. 1756 would eliminate this vital activity, without provid-
ing any feasible means for USTR or any other part of the government to pick it up.
ITA is not the only part of Commerce to play an important role in international

negotiations. The National Institute for Standards and Technology (NIST) assumes
a similar role in the area of international standards which, is one of the most impor-
tant non-tariff barriers confronting U.S. companies today. H.R. 1756 would elimi-
nate NIST capabilities in this field.

The NAM believes that ITA and NIST functions that are critical to the ability to

carry out international negotiations must be maintained.
Second, we need to make sure that U.S. trade laws are effectively implemented.
Any reorganization plan involving the administration of U.S. import laws will

have major policy consequences. One alternative under consideration is to move im-
port law administration to the USTR. This is what would happen, for example,
under H.R. 1756. It is not clear to us how the 300-person import administration
could be moved into the 180-person USTR without completely transforming the
USTR from a presidential trade staff into a line agency. Nor is it clear how a clear
line of demarcation between trade policy negotiations and trade law administration
will be maintained under such a plan.

Third, we need to make sure that the export control system governing U.S. com-
mercial exports functions properly.
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It is important to remember that no commercial export leaves this country with-

out a license (general or validated). H.R. 1756 gives the responsibility for export li-

censing to the State Department and export enforcement to the Customs Service.

Reform of the current export control system is badly needed (see attached chart) and
long overdue, but not this way. Eliminating the central role that Commerce cur-

rently plays in this system would be a step backward. It would give us a system
more regressive than the one that we had in place at the height of the Cold War.
The NAM cannot support any plan that turns control of licensing of commercial

products over to departments such as State, Customs or Defense. This function

must remain together within a department that is primarily responsible for trade,

export policies and the competitiveness of American nrms.
Fourth, we need to pay attention to providing appropriate support to U.S. export-

ers.

Though functionally the job of export promotion is different from the job of trade
negotiation, thev both depend on a cadre of experts who know the strengths of U.S.
business and who are familiar with the diplomtic and commercial opportunities for

U.S. business. Commerce today is the principal source of this type of expertise,

which we cannot afford to lose.

Before closing, I would like to comment briefly on the current system of private

sector advisory committees on trade and export matters that are run by Commerce.
Congress created this system in 1974 to ensure systematic private sector input for

U.S. trade negotiations rather than the ad hoc approach that existed before that

time. It has worked well and at virtually no cost. We believe it should be retained.

Mr. Chairman, this concludes my testimony. I would be glad to answer any ques-

tions.
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Mr. Fields. We will hear from Mr. Martin Duggan, President,
CEO of the Small Business Exporters Association.

STATEMENT OF E. MARTIN DUGGAN
Mr. Duggan. Thank you, Mr. Chairman, members of the commit-

tee. We wish to thank you for allowing the Small Business Export-
ers Association to testify before you on this most important subject,

the Chrysler bill to eliminate the Commerce Department.
We are an organization whose sole purpose for being is the advo-

cacy of programs and policies that further the interests and needs
of small and mid-sized exporters. SBEA is a grass-roots, not-for-

profit trade association representing SME's. We are 5 years old and
funded by membership dues with no government or corporate spon-
sors. Our interests are solely directed to the betterment, growth,

and prosperity of our members and our country.

It is our belief that the current debate as it relates to the dis-

mantlement, reduction in size and scope of the U.S. Department of

Commerce is going to prove a most useful exercise. We commend
Senator Abraham and Congressman Chrysler for bringing this

issue to the table. Hopefully, this hearing, and others that follow,

will prove to be the beginning of a truly nonpartisan national re-

view of exporting and its place in the Ainerican economy in terms
of employment and the overall future prosperity of our people.

In 1992, SBEA published its white paper with a yellow cover,

"Exporting as a National Priority," which called for the creation,

among other things, of a Department of International Trade, rec-

ognizing that 19 different agencies are involved in trade promotion
and have little accountability.

What we proposed then was an entity that included trade pro-

motion, policy, and finance all under one roof; fully responsible and
accountable for the success or failure of its programs.

In March of this year, we testified before the Small Business

Committee and confined our comments to the Office of Inter-

national Trade. We recommended that the Small Business Admin-
istration's Office of International Trade be closed because of its in-

effectiveness and duplication of functions better handled by the

DOC. The full text of our testimony is attached.

Mr. Chairman, small and mid-sized exporters need reliable, first

class trade information, and better access to reasonably priced fi-

nancing. The Commerce Department has improved its trade infor-

mation development activities and its delivery systems to the

users. The Business Information Service for the Newly Independ-

ent States is particularly impressive. I would encourage your staff

members to arrange for demonstrations that, in turn, will directly

benefit your constituents.

The Office of Advocacy has a natural constituency in our major
corporations, but small companies such as Ellicott Machine in Bal-

timore and Aquatics Unlimited in California have also been helped

through the advocacy office. For the first time, American companies

get the kind of advocacy support that the English, Germans,
French, and others have been getting right along.

Under Secretary Brown's stewardship, the Commerce Depart-

ment has been a more friendly, open, and transparent Agency than

it ever was in the past. From day one, the doors have been open
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to all, small as well as big business, for suggestions and ideas for

improving the services they offer and the manner in which those
services are delivered.

As a Republican dealing with a Democrat administration, I can
vouch for the fact that politics has never been a consideration in

my experience or that of my members. And my members have gone
on trade missions with Secretary Brown and politics certainly was
not part of it.

SBEA, in its advocacy role, has done comparative studies over
the last 2 years on export promotion in the G-7 countries. This is

a comparative export promotion study, one on export finance,

which compares what we do versus what our major competitors do.

And in all deference to our friend. Dr. Weidenbaum, we do have
competitors out there; it is a strange world, and to dismantle and/
or eliminate trade promotion functions would be another case of

unilateral disarmament in the trade arena. And we have heard
that term used many times here today.
The 21st century offers challenges and opportunities unprece-

dented in our history. If we are to remain the superpower of the
world, it should be economic strength, not just military. This Con-
gress and this administration have a unique and incredibly rare
opportunity to develop a trade infrastructure in concert with the
private sector to meet these challenges and opportunities for the
betterment of our Nation. There are estimates of 200,000 to

350,000 small and mid-sized manufacturers that are potential ex-

porters.

Mr. Fields. Mr. Duggan, if I could ask you to summarize and
your statement will appear in its entirety.

Mr. Duggan. That is it. That there are those large numbers of

small, mid-sized manufacturers out there that if we are going to

reach the bulk of those and get them involved in trade, I think we
are going to have to have some sort of programs, outreach in con-

cert with the Federal Government and the private sector. Thank
you.

[The prepared statement of E. Martin Duggan follows:]

Prepared Statement of E. Martin Duggan, President and CEO, Small
Business Exporters Association

Mr. Chairman and members of the Committee, we wish to thank you for allowing
the Small Business Exporters Association to testify before you on this most impor-
tant subject: the Chrysler bill to eliminate the Commerce Department.
We are an organization whose sole purpose for being is the advocacy of programs

and policies that further the interests and needs of small and midsized exporters.

SBEA is a grassroots, not-for-profit trade association representing SMEs. We are
five years old and are funded by membership dues—with no government or cor-

porate sponsors. Our interests are solely directed to the betterment, growth and
prosperity of our members and our country.

It is our belief that the current debate, as it relates to the dismantlement, reduc-
tion in size and scope of the U. S. Department of Commerce is going to prove a most
useful exercise. Senator Abraham and Congressman Chrysler are to be commended
for bringing this issue to the table. Hopefully, this hearing—and those that follow

—

will prove to be the beginning of a truly non-partisan, national review of exporting
and its place in the American economy, in terms of employment and the overall fu-

ture prosperity of our people.
In 1992, SBEA published its white paper, "Exporting as a National Priority",

which called for the creation of a Department of International Trade. Recognizing
that nineteen different agencies are involved in trade promotion and have little ac-

countability. What we proposed then was an entity that included trade promotion,
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trade policy and export finance all under one roof, fully responsible and accountable
for the success or failure of its programs.

In March of this year, we testified before the Small Business Committee and con-

fined our comments to the Office of International Trade. We recommended that the
Small Business Administration's Office of International Trade be closed, because of

ineffectiveness and duplication of functions better handled by DOC. The full text of

our testimony is attached.
Mr. Chairman, small and midsized exporters need reliable, first class, trade infor-

mation and better access to reasonably priced financing. The Commerce Department
has improved its trade information development activities and its delivery system
to the users. The Business Information Service for the Newly Independent States

is particularly impressive. I would encourage your staff members to arrange for

demonstrations that, in turn, will directly benefit your constituents.

The Office of Advocacy has a natural constituency in our major corporations, but
small companies, such as Ellicott Machine in Baltimore and Aquatics Unlimited in

California have also been helped through the Advocacy office. For the first time,

American companies get the kind of advocacy support that the English, Germans,
French and others have been getting right along.

Under Secretary Brown's stewardship, the Commerce Department has been a

more friendly, open and transparent agency than it ever was in the past. From Day
One, the doors have been open to all, small as well as big business, for suggestions

and ideas for improving the services they offer and the manner in which those serv-

ices are delivered. As a Republican dealing with a Democrat administration, I can
vouch for the fact that politics has never been a consideration in my experience or

that of my members.
SBEA, in its advocacy role, has done coinparative studies over the last two years

on "Export Promotion" in G-7 countries, "Export Controls" and "Export Finance".

These studies show conclusively that all our major competitors do more for their ex-

porters than does the U.S. In most cases, we wouldn't be considered a player. To
dismantle or eliminate trade promotion functions would be another case of unilat-

eral disarmament in the trade arena.

The 21st Century offers challenges and opportunities unprecedented in our his-

tory. If we are to remain the superpower of the world, it should be economic
strength, not just military. This Congress and this Administration have a unique

and incredibly rare opportunity to develop a trade infrastructure in concert with the

private sector to meet these challenges and opportunities for the betterment of our

nation.
There are estimates of 200,000-350,000 small and midsized manufacturers that

are potential exporters. These are companies who make quality products, competi-

tively priced—^but they sit on the export sidelines. Think of the increased employ-

ment, profits, taxes paid, etc. that could be realized if these companies were encour-

aged to export. As policymakers and leaders, we suggest that you have the ability

to create the atmosphere and the incentives to inspire these companies to think and
grow globally.

Our conclusion would be that beyond just looking at places to cut or trim the

DOC, we have a national awakening to the latent power and importance of export-

ing American goods and services. A major restructuring of the trade system as we
know it today should be initiated. There are more efficient and effective ways to in-

crease American competitiveness in the global economy—possibly under the pre-

viously mentioned Department of International Trade.

In the meantime, we recommend that the functions of the Commerce Department
regarding the trade information, trade promotion, and advocacy functions of the

DOC not only be maintained, but supported to the highest limit possible.

Thank you for your attention and consideration. I will be pleased to respond to

any questions the Committee may have.

Mr. Fields. Thank you very much.
Mr. Edward Black, President, Computer and Communication In-

dustry Association.

STATEMENT OF EDWARD J. BLACK

Mr. Black. Thank you, Mr. Chairman. I am very pleased to be

here today. This is an important issue that has been raised. I ap-

preciate the opportunity to be here today.

CCIA is a trade association with members from many sectors in

the computer and communications industry. Our members range
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from small entrepreneurial firms to many of the largest in the in-

dustry, and are represented at the CEO and senior executive level.

Our members generate annual revenues in excess of $190 billion

and employ well over a million people.
Over the years, our companies have had many dealings with the

Commerce Department, and as is the case with other agencies, not
all of those dealings have been positive. We have seen mistakes, we
have seen errors, we have seen poor judgment. We have also seen
examples where Commerce has been invaluable to our efforts to

sell around the world, to do the things that our industry needs to

do to advance and move forward.
As a frequent critic of Commerce's operation, it is difficult to un-

derstand the urgency or substantive need to focus on the restruc-

turing now, when, frankly, it is performing in a way that we have
long sought that we wanted it to. We do not come here today com-
mitted to the status quo. We strongly support the overall effort to

streamline government, to eliminate duplicative and unnecessary
programs, and to get control of our budget deficit and the overall

debt, but we do not think it is essential per se to eliminate or cre-

ate agencies.
What is important is that the Nation's business be done well, as

effectively and efficiently as possible. We are wary of hasty deci-

sions that, again—a phrase that has been used—penny-wise and
pound-foolish.
We are more than willing to engage in a serious discussion of the

ways to restructure, reorganize, and improve those parts of govern-
ment with which we are familiar, including Commerce. But we be-
lieve we must first lower the intensity of the debate to try, if pos-

sible, to prevent decisions in this important area from being based
on political factors.

It is essential and invaluable that there be someone at the Cabi-
net level who understands the concerns and complexities of the pri-

vate sector and can help prevent public sector excesses from tram-
pling, through ignorance or by design, on those factors which en-
able our private sector economic system to flourish.

Focusing and structuring government to make sure the domestic
economic health and international competitiveness of American
businesses are preserved and enhanced is both logical and essen-
tial.

For many in my industry the international functions are espe-
cially important, but other parts of the Department also fulfill es-

sential and often related functions.

At this point, we think passage of this legislation in its current
form is premature and unwise. There is no magic number of Cabi-
net level agencies that ought to exist. There is no number of com-
mittees in Congress that need to absolutely exist.

When we organize government, we need to do it in a way that
does not look at numbers and size per se, but looks at the functions
that we need to have done; does not try to prejudge outcomes, but
puts a process in place that can make a reasonable determination
of those outcomes.
We believe that the importance and the strength, vitality of our

economy is essential. The private sector of this economy is the dy-

namo for growth, the likes of which the world has never seen. For



163

it not to have a seat at the table makes no sense. We have many
sectors of our economy, small sectors of the economy, which are
represented at the table. That the bulk of American industry and
business is not to be there, we think is not just inconsistent and
illogical, but ultimately unwise and harmful for the country.
One word about export controls. It is a special issue that my in-

dustry has dealt with extensively over the years. We have not been
happy with export control policy in many ways for many years and
we nave criticized Commerce over the years frequently. But as one
panel after another has found, in a bipartisan fashion over the
years and including independent business, and government, the ex-
port control system has cost this country billions of dollars.
And to summarize, I think that a bill which does not adequately

reflect the difficulties in the export control system and come up
with a reasonable way to solve it, not one which we think would
make it worse, shakes our faith in the process that got us to that
legislation in the first place.

Thank you, Mr. Chairman.
[The prepared statement of Edward J. Black follows:]

Prepared Statement of Edward J. Black, President, Computer &
Communications Industry Association

Chairmen, Members of the Committee, I appreciate the opportunity to testify

today on proposals to eUminate or transfer many functions and programs of the
Commerce Department.
The Computer & Communications Industry Association (CCIA) is a trade associa-

tion whose member companies are drawn from the many sectors of the computer
and communications industry. Our members range in size from small entrepreneur-
ial firms to many of the largest in the industry and are represented in CCIA at the
CEO and senior executive level. Collectively CCIA members generate annual reve-
nues in excess of $190 billion and employ well over a million people.

Overall Perspective

CCIA and our member companies have many years of experience dealing with
many different parts of the Commerce Department, and with a half dozen Secretar-
ies of Commerce. There are numerous examples of Commerce making mistakes or
doing poorly over the years, and there are other examples of Commerce providing
invaluable service not only to industry but to the nation. Even as a frequent critic

of Commerce's operations over the years, it is difficult to understand the urgency
or substantive need to focus on its restructuring now, when it is finally performing
in ways we have sought for many years.

We do not come here today committed to the status quo. We strongly support the
overall effort to streamline government, to eliminate duplicative and unnecessary
programs, and to get control of our budget deficit and the overall debt. But we do
not think it is essential per se to eliminate or create agencies. What is important
is that the nation's business be done well, and as effectively and efficiently as pos-
sible. We are wary of hasty decisions that could result in various "penny-wise,
pound-foolish" outcomes.
There is no magic number of cabinet level agencies, just as there is no absolute

right number of congressional committees."We are more than willing to engage in

a serious discussion of ways to restructure, reorganize, and improve those parts of

government with which we are familiar, including Commerce.
But we believe we must first lower the intensity of the debate, to try if possible

to prevent decisions in this important area from being principally guided by political

factors. Reorganization of government should be undertaken in conjunction with a
broad and thoughtful review of the interrelated programs that are scattered in

many agencies. To do otherwise, to focus on a single entity, is analogous to trying
to stop urban traffic gridlock by changing the timing on lights at just those intersec-

tions on the block with the worst current backup of cars.

There is no perfect way to organize government. But that is not to say that how
government is organized is not important. Whether we like it or not the structure
of government, does have a huge impact on the output and outcomes of what gov-
ernment is about. Downsizing and restructuring is different and has different sig-

21-934 - 96 - 7



164

nificance, in government than in business. Both can have specific goal-oriented ob-
jectives in some areas (making products/issuing passports), but government also is

in the business of making, or not making, policies and decisions that affect the lives

of many millions of people, and thus has, at least in our representative democracy,
a responsibility to ensure that its citizens' interests, individually, and in various col-

lective ways, are taken into account. The structure of government is one way to do
so, and should recognize this need.
One way to organize American government is to structure it to take account of

those things most important to who we are as a nation and to make sure that con-

sideration is kept in the forefront as important decisions are made. So we ask: What
is America about? It's about a number of core things, including: freedom; security;

values; justice; limited government; opportunity. It's also about the strength and vi-

tality of our economy. Tne private sector of this country is a dynamo for growth the
likes of which the world has never seen nor matched. When we go to organize or

reorganize our government it would be wise to ensure that each of our core elements
is recognized and understood, and, where possible, institutionalized.

When, therefore, I and others indicate our desire for a powerful cabinet level

agency—competent, knowledgeable, and empathetic, if not always sympathetic, to

the realities and problems faced by America's businesses—I urge you to realize that
is not just special pleading. It is a desire to have a top-level umt of government that
will help prevent the excesses of the rest of government from trampling, through
ignorance or by design, on those factors which enable our economic system to flour-

ish. Focusing and structuring government to make sure that the domestic economic
health and international competitiveness of American businesses are preserved and
enhanced is logical and essential. Especially in a globally competitive world the U.S.
must not unilaterally disarm vis-a-vis those activities that allow the U.S. private

sector to compete fairly and equitably in the world.

The legislation under discussion will affect both programs which affirmatively at-

tempt to remove or hurdle obstacles, such as the foreign and commercial service,

and others where government acts with a heavy hand, such as export controls. The
location of such programs in an agency lacking understanding of the realities of

business could be devastating.

Comments on Programs and Agencies Within Commerce Affected by H.R. 1756

CCIA's involvement over the years has mainly been with the following organiza-
tions: International Trade Administration (ITA) and all of its major components, the
Bureau of Export Administration (BXA), Technology Administration including Na-
tional Telecommunications Information Administration (NTIA) and National Insti-

tute of Standards and Technology (NIST), Patent and Trademark Office (PTO), Eco-
nomics and Statistics Administration, and the Office of the Secretary.

International trade is an increasingly important part of our economy and should
be an area where functions are consolidated, not dispersed. There are significant

linkages and synergies which can result from the various international trade oper-

ations and programs working closely together. The idea of eliminating or splitting

up many oi these functions is antithetical to anyone who has worked extensively

in the international field. The Foreign Commercial Service, the Trade Development
and Export Promotion Programs, the International Economic Policy and Import Ad-
ministration agencies, as well as BXA, should be the core of the government s activi-

ties in these areas.

For many in my industry the international functions are especially important. But
other parts of the Department also fulfill essential, and often related, functions. The
Economics and Statistics Administration is a source of valuable information and
analysis; the Patent and Trademark Office deals with some of the most critical, com-
plex issues facing us as our industry grows and we create national and global infor-

mation infrastructures. NTIA, NIST and other parts of the Technology Administra-
tion help industry develop technology standards and measurements, and to stimu-
late research. While we have been wary of too great a government role in these are-

nas, there are important stimulative and catalytic roles which government can,

should, and has long played. These parts of the department are among the very few
places in government where an understanding of our industry and technology exists

at anything but the shallowest level.

A word about export controls is essential. The way government has mishandled
export controls for years is an embarrassment. For a decade, one blue ribbon panel
after another has shown that many tens of billions of dollars have been lost year
after year because of unnecessary export controls and a system that couldn't adjust

to a rapidly changing world. For illustrative purposes I nave attached a copy of a
chart describing the current export control process. We have labeled this the 'chart

from hell." The chart reveals interagency duplication, complexity, inconsistency, and
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contradictory policies and goals—all serious problems. Though far from perfect in

its policies or operations, Commerce's existence and structure are not the problem.
To propose the transfer these functions to State and Customs reveals either a level

of ignorance—or a callous disregard—of the legitimate concerns of industry that is

frightening. There is no single part of this legislation which reflects better its inad-

equacy and it has been a signal to many that the due deliberation and insightful

understanding desirable when reorganizing government is lacking.

Finally, it is critical to stress that even before the assertive—and many believe

effective—style of the current Secretary, the existence of a cabinet level Office of the
Secretary has been of immense value to the business community and the nation.

Previous Secretaries have been able to have a seat at the table when other agencies
propose or consider policies and programs that could have tremendous impact on the
private business sector. It is essential and invaluable that there be someone at the

table who understands the concerns and complexities of the private sector. I would
hope that this Congress, at least as much as any before it, would have sufficient

distrust of federal government power and respect for the private sector to ensure
that government decisions impacting our economic engine are not made in isolation.

A broad-based cabinet level agency is essential.

Conclusion

Consideration of this legislation is premature, and unwise. We are not committed
to defending the status quo. However, while broad reorganization of government
may be desirable, it should be undertaken carefully, deliberately, and in a less

charged environment. Improving, streamlining, and cutting programs may all be
achievable, but we must not destroy highly beneficial programs that are necessary

and work.
If in your wisdom, at the end of the day, a cabinet department is not eliminated,

it is hard to imagine that there will be any outcry. Those who might be tempted
to score political points will hardly be able to, especially when you can demonstrate
the totality of the budget cuts that will have been made.
We understand the symbolic value of eliminating a cabinet agency. For those of

us who believe a dramatic major cutting of government is necessary, it is easy to

understand the appeal of eliminating an entire department. But in truth the symbol
is not necessary. Whatever the debates may be on the specifics of the budget, it ap-

pears very likely that few in the country will doubt that this Congress's cuts in the

federal budget are truly historic and sweeping.

Mr. Fields. Thank you, Mr. Black.

We would now like to recognize Mr. Stephen Collins, Director of

Economic and International Affairs Department of the American
Automobile Manufacturers Association. Mr. Collins.

STATEMENT OF STEPHEN COLLINS

Mr. Collins. Thank you, Mr. Chairman. I know it has been a

long day. I will be extremely brief.

Just to denote who we are, the American Automobile Manufac-
turers Association is the trade association for the American auto

companies, Chrysler, Ford, and General Motors Corporation. Our
companies employ 700,000 American workers in their U.S. facili-

ties.

AMA member companies are members of NAM and the Business

Roundtable, and we want to endorse the positions that they have
taken today concerning the need to maintain certain core functions

of the Commerce Department under the leadership of a Cabinet

level official whose primary responsibility is to focus on American
commercial interests.

Whatever the differences in viewpoint, most economists agree

that future growth in employment opportunities, including in our

industry, will derive from export, increased U.S. competitiveness in

the global marketplace and substantially increased exports. Our
companies' future plans are based on that premise.
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We have found in our experience that the Commerce Depart-
ment's functions in this area have been valuable in supporting our
efforts in meeting and improving our international competitiveness,

by expanding exports and enforcing U.S. laws against unfair trade
practices.

I am going to talk about, briefly, three functions: (1) the detailed

analysis and ongoing support for international trade negotiations,

to remove barriers to U.S. products in foreign markets; (2) the ad-

vocacy and support of U.S. workers in industries in global markets;
and (3) the enforcement of U.S. trade laws against unfair trade

practices of other nations.

I am not going to go into these, Mr. Chairman, because it is late.

I will just highlight one area.

Last month, we were in Geneva. We completed a long round of

negotiations with the Japanese Government, what is called the

"framework negotiations." There was a lot of publicity about this

set of negotiations, and we reached a conclusion to those negotia-

tions.

There is a follow-up component to that, that in order to deter-

mine whether this negotiation has been successful, whether we are

going to have any success in the market in Japan, whether there

will be a change in practices of the Japanese companies in the

United States, we need the capacity to determine whether there is

anything that has happened. And our companies can provide infor-

mation, but it is something that we need the government resources

to do also. We can't do it alone.

And in order to assess whether, let's say 1 or 2 years from now,
whether anything has happened, whether this agreement has led

to any success in the marketplace, it has got to be a partnership.

We need resources from the government that are currently placed

in the Commerce Department to help us. This is something that in

our view only the Federal Government has the resources to do.

Also, we are working in other markets. In China, Korea, major
Asian markets, we are working with the Department in partner-

ship with them. We look forward to doing that. In any event, thank
you for your time. I know it has been a long day.

[The prepared statement of Stephen Collins follows:]

Prepared Statement of Stephen Collins, Director of Economics and
International Affairs, the American Automobile Manufacturers Association

Mr. Chairman, Members of the Subcommittees, I am Stephen Collins, Director of

Economics and International Affairs of the American Automobile Manufacturers As-

sociation (AAMA). AAMA is the trade association comprised of America's Car Com-
panies—Chrysler Corporation, the Ford Motor Company and General Motors Cor-

poration. Our member companies directly employ nearly 700,000 American workers

in the United States.

AAMA and its member companies appreciate the opportunity to testify before the

Subcommittees today concerning the future of the U.S. Department of Commerce
and its responsibilities.

AAMA fully supports the current review of the operations and missions of a num-
ber of Federal Government Departments and Agencies with the objective of stream-

lining operations and reducing unnecessary or duplicative government functions.

Over the past decade, almost every major American business has undergone major
restructuring and downsizing to determine those activities that are critical and nec-

essary business functions and to eliminate those that are not. We welcome these ef-

forts by the Federal Government to do the same.
AAMA's member companies are members of the National Association of Manufac-

turers and the Business Roundtable. We endorse the positions taken by those orga-
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nizations concerning the need to maintain certain core functions of the Commerce
Department under the leadership of a Cabinet-level official whose primary respon-
sibility is to focus on American commercial interests.

Whatever their differences in viewpoint, most economists agree that future growth
in U.S. emplojrment opportunities will derive, in large part, from increased U.S.
competitiveness in the global marketplace and substantially increased exports. The
future business plans of America's Car Companies also reflect this assumption.
AAMA has found that certain functions of the Commerce Department have been

valuable in supporting the efforts of U.S. industry to improve their international
competitiveness, expand exports, and enforce U.S. laws against unfair trade prac-
tices.

These functions include: (1) the detailed analysis and ongoing support for inter-

national trade negotiations to remove barriers to U.S. products in foreign markets
and expand opportunities for U.S. exports; (2) advocacy and support of U.S. workers
and industries in global markets; (3) the enforcement of U.S. trade laws against the
unfair trade practices of other nations which harm U.S. workers and industries.

I would like to provide the Subcommittee with several recent examples of our
work with the Commerce Department that demonstrate how these functions benefit

the American auto industry.

1. Participation in U.S. trade negotiations—Industry and trade negotiating exper-
tise maintained by the Department has been key to many recent successful market-
opening initiatives, particularly the North American Free Trade Agreement and the
U.S.-Japan Automotive Framework negotiations which were concluded less than a
month ago. In each of these negotiations, various offices of the Commerce Depart-
ment's International Trade Administration have provided critical support in analyz-
ing major market barriers, identifying major negotiating objectives and assessing
the value of concessions from trading partners in the conduct of long negotiations.

Both of these successful negotiations resulted in important new market openings for

U.S. automakers and the potential for billions of dollars in new exports of U.S. autos
and auto parts in the immediate future.

I want to highlight one particular aspect of the auto agreement concluded with
Japan last month that will require a substantial resource commitment by the gov-
ernment over the next five years. While we believe the agreement provides the nec-

essary market opening pressure points that will allow U.S. auto and parts makers
to finally crack Japan's closed auto market, the effectiveness of the agreement de-

pends on the ability of the U.S. to measure whether or not progress is being
achieved in terms of increased sales of vehicles and parts in the market. In our
view, only the Federal Grovernment has the resources and information to monitor
and document actions taken by the Japanese government and industry to ensure
that the agreement achieves the promised goals.

2. Support in New Export Markets—As with Japan and NAFTA, market barriers

erected by governments around the world require the American auto industry to

work with the U.S. government to increase exports by identifying and removing the
regulatory barriers that severely restrict our companies' efforts to reach new cus-

tomers overseas.

No matter how efficient or competitive U.S. companies become, American industry
alone cannot eliminate unfair trade barriers. It takes the demonstrated persistence

and the commitment of serious resources by our Government to induce reluctant for-

eign governments to open and deregulate their markets.
3. Enforcement of U.S. Trade laws—Another important function of the Commerce

Department is its expertise in enforcing U.S. laws regarding unfair trade practices.

For example, the Department is responsible for fair and thorough enforcement of

antidumping and countervailing duty laws, in accordance with U.S. trade law and
the GATT.

In 1992, AAMA filed one of the largest such cases in U.S. history. It is our assess-

ment that the Department demonstrated professionalism and impartiality in carry-

ing out its responsibilities in that complex case. AAMA believes that eliminating or

diminishing this function would imperil the ability of the United States to take ac-

tion against those parties which violate accepted international trade laws at the ex-

pense of U.S. workers

Mr. Fields. Mr. Collins, thank you for summarizing.
The Chair will announce that we will begin having votes in about

10 or 15 minutes and they expect 30 minutes or so of votes. So if

at all possible, we would like to complete this panel. I am sure you
would like for us to complete this panel.
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Ms. Robin Lanier, Vice President for International Trade and the
Environment, the International Mass Retail Association. Ms. La-
nier.

STATEMENT OF ROBIN W. LANIER
Ms. Lanier. Thank you, Mr. Chairman. I also will summarize. It

is very late and I am hungry.
I am, I think, a unique witness, not only being the only woman

who has appeared before this committee today but also the only
representative of a service industry.

I would like to tell you a little bit about IMRA. We are a trade
association representing 170 mass retailers, including discount de-

partment stores, home centers, catalog showrooms, dollar stores,

variety stores, warehouse clubs, deep discount drug stores, spe-

cialty discounters, and off-price stores. Our member companies op-

erate 54,000 stores in the United States and more importantly
abroad, and we employ over 1 million people.

We have a unique perspective on the Commerce Department. I

think we are the only private sector group here who has endorsed
Congressman Chrysler's bill because we believe it is a first step to-

ward rethinking and reshuffling the Commerce Department's view
of the U.S. economy. And I think that view stems from the fact

that we are representative of the service industry.

My industry has not had a good experience at the Commerce De-
partment, specifically with respect to its advocacy of our concerns.
Even in the international area, the retail industry has had great
difficulty getting the Commerce Department to pay attention to the
role that we play in facilitating exports. In fact, from our perspec-

tive, the institution of the Commerce Department is organized in

such a way that the service industry really comes out on the short
end of the stick. And this is particularly true with respect to trade
promotion and trade development.
Now, Congressman Chrysler's bill will not eliminate many of the

trade administration functions but it does talk about eliminating
trade promotion. We would not have any problem with eliminating
trade promotion as it currently exists at the Department of Com-
merce today.

Let me give you a few examples of the disconnect between the
reality of the U.S. economy and what is going on at the Commerce
Department.
Today on the eve of the 21st century, the nonmanufacturing sec-

tor, that is transportation, wholesaling, retailing, general services,

finance, insurance, real estate, and construction, account for two-
thirds of all nonagricultural American jobs. The Labor Department
estimates that between 1992 and 2005, these sectors will have
added 22.3 million jobs to our economy. Private sector services,

that is excluding government, account for 66 percent of the total

gross domestic product.
Today, the highest paying American jobs are professional and

service jobs. In fact, everybody sitting here works in a service in-

dustry in all likelihood, jobs like lawyers, doctors, bankers, airline

pilots, truck drivers, and computer programmers, operators, and
administrators. For too long, the Department of Commerce, and
many in government in fact—I think some people even on this
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panel—has dismissed service workers as hamburger flippers. Quite

honestly, that attitude is offensive to the majority of Americans
who work in the service industry.

How is the Commerce Department organized to deal with the

American economy? There are 9 sectorial offices within the Com-
merce Department trade development office. There are 9 dealing

with manufacturing industries. The Office of Aerospace, Auto-

motive Affairs, Consumer and Business Equipment, Consumer
Goods, Energy, Infrastructure, and Machinery, Metals and Chemi-
cals, Microelectronics, Medical Equipment and Instrumentation,

Telecommunications—that is mostly equipment, not the service

—

and the Office of Textiles and Apparel. There are only 2 dealing

with service industries: the Office of Finance and the Office of

Service Industries.

Some of these manufacturing offices—quite frankly, the Office of

Textiles and Apparel is a perfect example—have become bulwarks
of protection. Offices that are closing markets, not opening them.

Maintaining this outdated institutional framework is not helpful to

many U.S. companies. The fact is, the welcome mat is open for

some companies and not for others.

How do service industries like retailing play in the international

trade arena? There is an old saying, Mr. Chairman, that if you
build a better mousetrap, the world will beat a path to your door.

Don't you believe it. No one will beat a path to your door. If you
build a better mousetrap, you better dam well take that mousetrap
to market. If you are a small or medium-sized manufacturer of a

consumer mousetrap, the best way to get to market is to make a

deal with a mass retailer.

When we do business in Mexico, we take exports into new mar-

kets. We in the retail industry make markets, not the government.

Thank you.

[The prepared statement of Robin W. Lanier follows:]

Prepared Statement of Robin W. Lanier, International Mass Retail
Association

Thank you, Mr. Chairman, for this opportunity to appear today to present the

views of the nation's mass retailers on the issue of ehminating and restructuring

the functions of the U.S. Department of Commerce. My name is Robin Lanier and

I am a Vice President for International Trade for the International Mass Retail As-

sociation (IMRA), an independent trade association that represents 170 mass retail-

ers including discount department stores, home centers, catalogue showrooms, dollar

stores, variety stores, warehouse clubs, deep discount drugstores, specialty discount-

ers and off-price stores. Collectively, IMRA's retail members operate more than

54,000 stores in the U.S. and abroad and employ over a million people. The retail

members of IMRA represent the overwhelming majority of the $282 billion mass re-

tail industry.

IMRA has long supported efforts to trim wasteful government spending and bu-

reaucracy. Earlier this year, IMRA's board of directors unanimously adopted a reso-

lution supporting the principals and objectives of achieving a balanced budget by the

year 2002 by reducing government spending and not raising taxes. As a continuing

part of our effort to cut government spending, IMRA has formally endorsed Con-

gressman Dick Chrysler's bill to dismantle the Commerce Department. Today I

would like to provide you with a few of the reasons mass retailers believe such a

step can be a positive one for our industry and for other business groups across the

nation; and why we believe eliminating the Department of Commerce provides Con-

gress with a unique opportunity to reorder economic and trade priorities for the 21st

Century.
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Commerce is an Agency Searching for a Mission

Perhaps because Congress often takes an expansive view of the Commerce Clause
of the Constitution, the Department of Commerce has been, for marw years, a kind
of dumping ground for programs that don't quite fit anywhere else. It's clearly time
to eliminate the extraneous parts of the Commerce Department, such as the Na-
tional Oceanic and Atmospheric Administration, the Travel and Tourism Office and
the National Weather Service. Many of these functions can be more efficiently car-

ried out by the private sector, and others are quite simply a waste of tax payers'

money.
Some have suggested that the wisest course would be to eliminate only these ex-

traneous programs, but leave the Commerce Department intact. IMRA does not sup-

port this view. As I will outline below, the Commerce Department has outlived its

mission in many cases, and Congress needs to revamp and restructure the remain-
ing international trade programs to better fit the realities of the U.S. economy.

Commerce is not Always a Good Business Advocate

Many of the Commerce Department's supporters believe that the Department has
been a good advocate for general business interests nationwide. There seems to be
some sort of view that business needs such an advocate in Washington. IMRA re-

spectfully disagrees. Government can never fully advocate for the private sector on
our key domestic issues. That role should be left up to industry, itself, through
groups like the one I'm representing today.

Indeed, my industry has found the Commerce Department to be a particularly

poor advocate for our interests. Where was the Commerce Department on key mass
retail industry issues like health care costs, or tax reduction, or product liability,

or sound risk assessment? The Commerce Department has been silent on these im-

portant business issues, particularly in interagency discussions.

Even in the international arena, the Department of Commerce has consistently

failed to represent our American interests effectively. For example, a little over a

year ago Mexico demanded that American retailers supply original certificates of or-

igin for certain exports into the Mexican market. This impossible customs require-

ment literally eliminated the ability of many American retailers to move merchan-
dise from their U.S. distribution facilities to their stores in Mexico. It cost American
jobs and it hurt retailers' expansion plans for the Mexican market.

Despite numerous pleas from all quarters of the retail industry, the Department
of Commerce did nothing to help industry work out an agreement with Mexico on
this issue. Indeed, while other agencies of the U.S. government including USTR and
the State Department were somewhat more helpful, the Office of Service Industries

(retailing's supposed advocate within the International Trade Administration), re-

mained stonily silent about the implications of this customs rule on the ability of

retailers to operate stores in Mexico. The message conveyed by this example has
been pretty clear—-Commerce is not interested in weighing in for our kind of indus-

try.

Trade Development Functions Need to be Revamped and Rethought

This failure of the Commerce Department to advocate for certain industries is not

a function of personality or the current administration. It is, in IMRA's view, an in-

stitutional failure that stems from the fact that many of Commerce's offices and pro-

grams are rooted too deeply in the prevailing economic views of the 19th and 20th
centuries.

Nowhere is that more apparent than in the trade development and promotion pro-

grams that have stirred the greatest outpouring of controversy as Congress consid-

ers eliminating and transferring Commerce's functions. IMRA believes the current

Commerce Department trade development functions are not well defined, often inef-

fective, and quite frankly not well focused on the realities of the U.S. economy, and
the role played by service industries, like mass retailing.

Indeed, the IMRA hopes the process of dismantling the Commerce Department
will force Congress to rethink the U.S. approach to trade and industrial policy. It's

high time that our government institutions reflect the realities of the 21st century.

Today, on the eve of that new centurv, the non-manufacturing sector (transpor-

tation, communications, wholesaling and retaiiling, general services, finance, insur-

ance, real estate, and construction) account for two-thirds of all non-agricultural

American jobs. The Labor Department estimates that between 1992 and 2005 these

sectors will have added 22.3 million jobs to the economy. Private sector services (ex-

cluding government) account for 66 percent of the total U.S. gross domestic product.

Today, the highest paying American jobs are professional and service jobs—jobs like

lawyers, doctors, bankers, airline pilots, truck drivers, and computer programmers,
operators, and administrators. For too long, the Department of Commerce and many
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in government have dismissed service sector workers as "hamburger flippers." Quite
honestly that continued attitude is offensive to the majority of Americans who now
work in this sector of the economy.
This is not to say that America should ignore our basic industries, or our manu-

facturing base, it is only to say that we must put our economic priorities in order
and create government institutions that better reflect the realities of today's global
economy, and the U.S. interest within that economy.

Services exports in financial services, entertainment, distribution and transpor-
tation, construction, and of course retailing and wholesaling, are growing at an as-

tounding pace. IMRA members like WAL-MART, The Home Depot U.S.A., Wool-
worth, Price-Costco, and many others have opened outlets in foreign lands, provid-

ing export services to smaller and mid-sized American manufacturers. As tnis ex-

f»ansion proceeds, American retailers will become one of the most important
acilitators of U.S. consumer product exports, pulling U.S. exports into new middle
class markets, and outmatching government programs that try, often with little suc-

cess, to push exports onto a market.
I have heard people within the Commerce Department, and even here on Capitol

Hill say that the retail industry isn't terribly important because we don't "make
anything." But retailers make markets. It's simple. If you build a better mouse trap,

the world isn't going to beat a path to your door. You must take that mousetrap
to market. For most small manufacturers, getting to market means cutting a deal

with a mass retailer, not getting the government involved in their business.

Unfortunately, this common sense reality is often lost on Commerce Department
bureaucrats. The Department of Commerce—and the International Trade Adminis-
tration in particular—suffer from a kind of "institutional old think" when it comes
to their vision of the U.S. economy. This "old think," which puts services industries

at the bottom of the list of priorities, results in bad policy and bad economics. If

we continue federal programs for trade development (and we would argue that the
government is notoriously bad at developing new markets) it certainly must be done
in a more neutral manner.

I'll give you a few examples of what I mean. Within the International Trade Ad-
ministration there are 9 sectoral offices dealing with basic manufacturing indus-

tries. They are: The Of!ice of Aerospace; The Office of Automotive Affairs; The Office

of Computers and Business Equipment; The Office of Consumer Goods; The Office

of Energy, Infrastructure and Machinery; The Office of Metals and Chemicals; The
Office of Microelectronics, Medical Equipment and Instrumentation; The Office of

Telecommunications (equipment), and The Office of Textiles and Apparel. There are

only two offices dealing with service industries: The Office of Finance and The Office

of Service Industries.

These offices collectively staff the 17 Industry Sectoral Advisory Committees—es-

tablished by Congress in the Trade Act of 1974—which provide technical advice on
trade agreements, trade policy, and export promotion. Of the 17 committees, onlv

two—the ISAC on Services and the ISAC on Wholesaling and Retailing—deal with

service industry issues.

In fact, the Office of Service Industries is a relative new-comer to the Commerce
Department, a kind of after-thought that now must deal with all the issues sur-

rounding the burgeoning services trade. They are not particularly effective because
the issues facing professional service providers, like doctors, lawyers, architects and
custom brokers are entirely different from those facing transportation or retailing

services, or the entertainment industry.

If the differences between manufacturing sectors are sufficient for Commerce to

have numerous different manufacturing offices, why then only one office for service

industries, which are equally as diverse, and represent a much larger part of the

U.S. economy? The answer to this rhetorical question lies in history.

The functional offices within the Commerce Department were developed based on
the vision of U.S. trade and economic interests that prevailed back in 1947 when
the General Agreement on Tariffs and Trade was first established. We have come
a long way since then.

Maintaining this outdated institutional framework is not helpful to many U.S. in-

dustries. The fact is, some industries find a welcome mat at the U.S. Commerce De-

partment, and others do not.

For this reason. Congress should either eliminate trade development (thereby en-

forcing a level playing field) or completely overhaul these functions so that the gov-

ernment does not enforce a kind of de facto industrial policy—a policy created by
an outmoded and outdated institutional framework that puts services at the bottom
of the heap.
Congress has the opportunity, as it dismantles Commerce and evaluates which

functions will be maintained and transferred to other agencies, to shake up the tra-
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ditional thinking about U.S. trade, economic, and industrial policy. We hope your
subcommittees will do more than just transfer offices from one agency to another,
and will give real thought to how those functions should be restructured to meet
the needs of the 21st century. Trade development progrfuns as they stand now in

the Commerce Department are not effective. They are institutionally biased against
some of the most important U.S. economic interests. These programs should not be
maintained without significant changes. At the most, Congress should carefully con-

sider whether government can effectively promote trade interests in a neutral and
cost-conscious way. Perhaps all that exporters really need is some help opening
doors in new markets—a function that could easily be accomplished by the foreign

commercial service in each of our embassies abroad.
I thank you for this opportunity to appear, and I stand ready to answer any ques-

tions the Committee may have.

Mr. Fields. Thank you, Ms. Lanier.
Mr. Joe Cobb, John M. OHn Senior Fellow in Economic Policy,

The Heritage Foundation.

STATEMENT OF JOE COBB
Mr. Cobb. Thank you very much. Thank you for inviting me to

be here today. I want to comment on the legislation Mr. Chrysler
introduced, H.R. 1756.

It clearly displays a thoughtful analysis of the functions cur-

rently performed by the Department of Commerce. The Heritage
Foundation is currently preparing for publication of a much longer
paper on this topic, which we will be happy to make available to

the committee and to the public in the near future. Today, I will

only mention a few issues and conclusions from that more exten-

sive study.
I want to make 2 specific points here today, both as answers to

arguments that have been made by others in defense of the Depart-
ment of Commerce and with which I strongly disagree.

First, we hear the argument that if the Commerce Department
is abolished, there will be no spokesman for business interests in

the President's Cabinet. Second, we hear the argument that the
Commerce Department's activities in promoting U.S. exports are a
tremendous revenue producer for the Treasury and a benefit to our
economy.
Both of these arguments are bogus excuses for maintaining the

Commerce Department as it presently is, and I want to address
them briefly.

The Secretary of Commerce does not represent business inter-

ests. The Secretary of Labor does not represent organized labor's

interests. As Members of Congress all well know, business interests

and organized labor, and all other constituencies, very actively and
ably represent themselves.

In particular, the interest groups come to Congress, not to the
President's Cabinet, and have their voice in public policy as part
of our legislative process. Members of Congress are very effective

representatives of the interests and concerns of their constituents,

our citizens. So it is really a simple, silly metaphor to describe the

Secretary of Commerce as, "the representative of American busi-

ness" in the Cabinet.
The second bogus argument that has been made to defend the

Department of Commerce is the claim that it generates vast
amounts of economic growth and revenue for the U.S. treasury by
promoting U.S. exports. In a briefing document, a copy of which I
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have right here, distributed by the Department of Commerce's ITA
in June 1995, the claim is made that $2.5 billion in tax revenue

results from the $244 million spent on export promotion.

Secretary Brown earlier said $50 billion. I think he was trying

to describe every single cent of U.S. export increase in 1994, for

which he couldn't possibly be serious.

It is worth examining the way this number was arrived at be-

cause of all the claims on behalf of the Commerce Department

—

if they are all as soft and squishy as this one, the defense of the

Department is very lame indeed.

First the document says the ITA, "generated $5.7 billion of ex-

port sales last year." While total exports from the United States in

1994 were about $707 billion, which was an increase of $58 billion

over 1993, the Department of Commerce wants us to believe they

are directly responsible for 10 percent of the increase in U.S. export

sales in 1994. They want us to believe that without their work, ex-

port sales would have been that much smaller.

Frankly, I don't believe that. The briefing document does not

substantiate the claim; it merely asserts it. Indeed, the entire argu-

ment seems to be one of taking credit for the work of others; name-
ly, the private sector's own activities in selling goods and services

abroad, as the preceding witness just documented.
The document gives Secretary Ron Brown credit for his advocacy

efforts, which it says, "resulted in an estimated $19.4 billion in ex-

ports." As I understand the common English language, the word
"estimated" means that the number has been made up. However,

the document is conservative. It says, "one-quarter of which we es-

timate to materialize in 1995." Well, how should anyone be able to

know if the estimates materialize or not?

But the shallowness of the economic estimate is even worse than

that. After adding up 2 unsubstantiated estimates of our total ex-

port sales 1995, the briefing document says that each additional

dollar of exports produced 24 to 27 cents in Federal revenues. This

number is based on the fact that the Federal Government spends

that proportion of the gross domestic product. The logic is if the

GDP is increased by $1, the Federal Government's share is in-

creased by 24 to 27 cents.

Mr. Chairman, let me just conclude my remarks with the obser-

vation that export promotion may be a very fine activity, but the

direct beneficiaries of it are the private companies that are selling

goods and services abroad. The Ainerican people, as a whole, do not

benefit from the increased sales of the Raytheon Corporation or

Boeing Company or General Motors or any of the other private in-

dustry groups. The private owners and the individual employees of

those exporting companies benefit from having more sales, but the

American people as some kind of public interest do not gain any-

thing. It is just an abstract generalization to talk in those terms.

There is certainly a public interest in opening foreign markets
and reducing trade barriers to the sale of American goods abroad,

but that is what the USTR does. That is what the World Trade Or-

ganization and the Uruguay Round and GATT were all about. Once
again, that is a superfluous function of the Commerce Department
that is more usefully performed by other government agencies.
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The so-called export promotion activities of the Commerce De-
partment are essentially cheerleading for private companies, which
are already engaged in export sales. The claim by the Commerce
Department that its cheerleading for American industry has in-

creased sales is about as accurate as a belief that the Dallas Cow-
boy cheerleaders are responsible for the football team winning its

games.
Helping new American companies expand their markets abroad

is a fine and noble activity, but it is not something the taxpayers
should subsidize. Let the companies that are increasing their sales

pay for the marketing costs themselves.
[The prepared statement of Joe Cobb follows:]

Prepared Statement of Joe Cobb, The Heritage Foundation

Mr. Chairman and Members of the Committee: Thank you for inviting me to ap-

pear here today to comment on the set of proposals in H.R. 1756, which was intro-

duced June 7, 1995, by Representative DicK Chrysler (R-MI) and 60 co-sponsors, to

abolish the U.S. Department of Commerce.
The legislation clearly displays a thoughtful analysis of the functions currently

performed by the Department, and it sorts them into two groups: (1) functions that

would be discontinued as activities of the Federal government, although those func-

tions might be undertaken by the private sector on an unsubsidized basis; and (2)

functions that are properly related to the Federal government, but which could be
more effectively or equally effectively carried out in a different Cabinet department.
The Heritage Foundation is currently preparing for publication a much longer

paper on this topic, which we will be happy to make available to the Committee and
to the public in the near future. Today, I will only mention a few issues and conclu-

sions from that more extensive study.

In a document prepared at the request of the Speaker of the House and Majority

Leader of the Senate in December 1992, i the Comptroller General of the United
States cited the Commerce Department's own Inspector General, who described it

as "a loose collection of more than 100 programs delivermg services to about 1,000

customer bases ..."

The report found that Commerce "faces the most complex web of divided authori-

ties. [It] shares its missions with at least 71 federal departments, agencies, and of-

fices."

It is precisely the fact that the Department of Commerce has grown into a "De-
partment of Miscellaneous Affairs" that it ought to be thoroughly dismantled, with
whatever functions are properly a Federal government activity re-located under a

common chain of command with similar functions in other departments.
I want to make two specific points here today, both as answers to arguments that

have been made by others in defense of the Department of Commerce and with

which I strongly disagree. FIRST, we hear the argument that if the Commerce De-
partment is abolished, there will be no spokesman for business interests in the

President's Cabinet. SECOND, we hear the argument that the Commerce Depart-
ment's activities in promoting U.S. exports are a tremendous revenue producer for

the Treasury. Both of these arguments are bogus excuses for maintaining the Com-
merce Department as it presently is, and I want to address them briefly.

Spokesman for Business Interests?

The view that the President's Cabinet is some kind of discussion forum, or an as-

sembly of social class representatives, is a very curious kind of description of the

United States government. In the first place, we all know that the President's Cabi-

net does not function as, for example, tne British Cabinet does, where the ministers

actually do participate in making public policy. The President's Cabinet in this

country is simply an honorary status that the heads of some of our government's
departments share.
The Secretary of Commerce does not "represent" business interests. The Secretary

of Labor does not "represent" organized labor's interests. As members of Congress
all know very well, business interests and organized labor, and all other constitu-

encies, very actively and ably represent themselves.

lU.S. General Accounting Office, Transition Series: Commerce Issues, GAO/OCG-93-12TR
(Washington, 1992).
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In particular, the interest groups come to Congress, not to the President's Cabi-
net, and have their voice in public policy as part of our legislative process. Members
of Congress are very effective representatives of the interests and concerns of their

citizens. And more importantly, members of Congress do not take up the cause of

various business or labor groups because they represent social classes, but because
they represent very real citizens from back home with problems that often the Unit-
ed States government ought to focus on.

To the extent the Executive Branch needs particular information to carry out the
mandates of Congress, the President's personal staff in the White House is contin-

ually reaching out to test pubic opinion and to discover the concerns and interests

of the American people, so it is simply a silly metaphor to describe the Secretary
of Commerce as "the representative" of American business in the Cabinet.

A Great Promoter of U.S. Exports?

The second bogus argument that has been made to defend the Department of

Commerce is the claim that it generates vast amounts of revenue for the U.S. Treas-

ury by promoting U.S. exports. In a "briefing" document distributed by the Com-
merce Department's International Trade Administration in June, 1995, the claim is

made that $2.5 billion in tax revenue results from the $244 million spent on export
promotion.

It is worth examining the way this number was arrived at, because if all of the

claims on behalf of the Commerce Department are as soft and squishy as this one,

the defense of the department is very lame indeed.

First, the document says the I.T.A. "generated $5.7 billion of export sales last

year." Total exports from the United States in 1994 were about $707 billion, which
was an increase of $58 billion over 1993. The Department of Commerce wants us
to believe they are directly responsible for 10 percent of the increase in U.S. export

sales in 1994. They want us to believe that without their work, export sales would
have been that much smaller.

Frankly, I don't believe this. The "briefing document" does not substantiate the

claim, it merely asserts it. Indeed, the entire argument seems to be one of taking

credit for the work of others—namely the private sector's own activities in selling

U.S. goods and services abroad.

The document gives Secretary Ron Brown credit for his advocacy efforts, which
it says "resulted in an estimated $19.4 billion in exports." As I understand the com-
mon English language, the word "estimated" means that the number has been made
up. However, the document is conservative. It says, "one quarter of which we esti-

mate to materialize in 1995." Well, how should anyone be able to know if the esti-

mates "materialize" or not?
But the shallowness of the economic estimate is even worse than that. After add-

ing up two unsubstantiated estimates of our export sales 1995 increase, the "brief-

ing" document says that each additional dollar of exports "produces 24 to 27 cents

in Federal revenues." This number is based on the fact that the Federal government
spends that proportion of our Gross Domestic Product. The logic is that if the GDP
has increased by one dollar, the Federal government's share has increased by 24 to

27 cents. That is how the "briefing" document gets its number of $2.5 billion in new
tax revenue from spending $244 million in export promotion.

Why Should the Taxpayer Subsidize It?

Mr. Chairman, let me just conclude my remarks with the observation that export

promotion may be a very fine activity, but the direct beneficiaries of it are the pri-

vate companies that are selling goods and services abroad. The American people, as

a whole, do not benefit from the increased sales of the Raytheon Corporation or Boe-

ing Company or General Motors, or of any other private industry group. The private

owners and the individual employees of those exporting companies benefit from hav-

ing more sales, but "the American people" do not gain anything. It is just an ab-

stract generalization to talk in those terms.

There is certainly a public interest in opening foreign markets and reducing bar-

riers to the sale of American goods abroad, but that is what the U.S.T.R. does. That
is what the World Trade Organization and the Uruguay Round of GATT were all

about. Once again, this is a superfluous function of the Commerce Department that

is more usefully performed by other governments agencies.

The so-called "export promotion" activities of the Commerce Department are es-

sentially cheer leading for private companies, which are already engaged in export

sales. The claim by the Commerce Department that its cheer leading for American
industry has increased sales is about as accurate as a belief that the Dallas Cowboy
Cheerleaders are responsible for the football team winning its games.
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Helping new American companies expand their markets abroad is a fine and
noble activity, but it is not something the taxpayer should subsidize. Let the compa-
mes that are increasing their sales pay the marketing costs themselves.

Thank you, Mr. Chairman. I will be pleased to answer any questions you may
have.

Mr. Fields. Thank you, Mr. Cobb.
The Honorable Jim Miller, Counselor, Citizens for a Sound Econ-

omy. Mr. Miller.

STATEMENT OF JIM MILLER
Mr. Miller. Mr. Chairman, thank you, and I appreciate this op-

portunity to speak on behalf of the 250,000 members in support of

Citizens for a Sound Economy.
Mr. Chairman, the election of 1994 gave Congress a mandate for

change. Be bold, not whimpish; look beyond the Department of

Commerce. But as for the Department of Commerce, I urge you,

first, to tube—by that I mean to eliminate—the promotional parts

of the Department of Commerce, the EDA, the Minority Business
Development Program, the Travel and Tourism, the International

Trade Administration. The notion that people purchase exports

from the United States because of promotional activities by the
Federal Government, I think, is stretching the truth enormously.

Second, privatize certain functions of the Department of Com-
merce, the NTIS information service, the National Weather Serv-

ice, as I advocated in the budgets I prepared for President Reagan.
And you can even privatize some of the functions of the Census.

Third, put export control functions in the International Trade
Commission and the Department of Defense.

Four, combine the remaining functions, and particularly the eco-

nomic analysis functions, with a greatly slimmed down Department
of Labor. That should answer any questions people have about
business not being represented at the table.

Thank you, Mr. Chairman.
[The prepared statement and attachments of Jim Miller follows:]

Prepared Statement of Citizens for a Sound Economy

Mr. Chairman and members of the Committee: thank you for inviting me to com-
ment on various proposals to dismantle the Department of Commerce.
On behalf of the 250,000 members and supporters of Citizens for a Sound Econ-

omy (CSE), I am happy to indicate our appreciation for efforts of this committee and
others to slim down the U.S. Government and make it more efficient and more ac-

countable. While we are encouraged by the subcommittee's actions to eliminate the

Department of Commerce and reorganize some of its functions, we emphasize that

even stronger, more sustained, action is needed.
Last November the voters of America sent a message loud and clear: business as

usual must end. Government is too large, too burdensome, too wasteful, and too

interfering.

You and your colleagues in the House of Representatives have initiated a revolu-

tion—a revolution that must be won one battle at a time. Government programs
that have failed must be given the axe, not just trimmed around the edges. You
must have the courage to apply the "Round-up" method of weed control: don't just

pull off their stems—kill them right down to their roots!

Moreover, you must have the fortitude to insist that those over in the Senate hear
that same revolutionary drumbeat and fall into step. For what will it gain the public

if the Senate is left free to compromise or even block your revolutionary changes?
For example, I note with great disappointment that while you and your colleagues

called for the elimination of three cabinet departments in the budget resolution

(Commerce, Education, and Energy), the Senate insisted on eliminating only one.
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As outlined in the attached CSE "Scorecard" written by CSE analyst Rebecca
Schaefer, the appropriations committee and your committee need to terminate more
of the Department of Commerce's programs rather than reorganize their activities

and/or reduce their funding.
In particular, we recommend that you:

1. Eliminate the Economic Development Administration. In the past, this

organization, with spending approaching half a billion dollars annually, has
been entirely too wasteful of taxpayer's money and has been used more for

political purposes than for economic. As pointed out in a recent report by
the Congressional Budget Office, the EDA's eligibility requirements are so

broad that nearly 80 percent of the U.S. population lives in areas qualifying

for assistance.

2. Eliminate the Minority Business Development Administration. The ob-

jective of increasing minority participation in business is laudable, but di-

rect preference programs such as this are very costly to taxpayers and con-

stitute "reverse' discrimination.

3. Eliminate the U.S. Travel and Tourism Administration. This program
does not have a compelling federal purpose. Efforts such as its $20 million

program to discover if Alaska can be made a vacation spot for Nordic trav-

elers and its sponsorship of events such as "discover American Inter-

national Pow Wow" and Pow Wow Europe" should be carried out by the

private sector, if at all.

4. Privatize much of the National Oceamc and Atmospheric Administra-
tion (e.g., the National Weather Service) and scale back other activities of

this program (e.g., subsidies to the fishing industry).

5. All but eliminate the International Trade Administration and the Ex-

port Administration. Most of these units' efforts go to subsidizing industry

and promoting industrial policy. The key responsibilities of the Inter-

national Trade Administration should be placed in the International Trade
Commission, and the national security responsibilities of the Export Admin-
istration should be moved to the Department of Defense (with some "out-

side" oversight, to make sure the unit is not overly risk-adverse in its ac-

tions).

6. Privatize the National Technical Information Service. This program
produces much useful information, but of a type that can be readily mar-
keted by the private sector.

Members of the Committee, I want to emphasize that in making these rec-

ommendations I do not doubt that the Department of Commerce creates some value

for the tax monies expended. We must ask, however, whether all of its programs

are justified, and for those that are whether other entities might carry on some of

them more reasonably and more cost-effectively.

Nothing less than a change of mind-set is needed when addressing government
programs. For example, the Constitution clearly contemplates a periodic count, a

census, of the population. But no where does the constitution say that this census

must be done by a government agency, much less that the census include such a

broad array of questions.

No doubt the Department produces additional information that is of value to re-

searchers, to teachers, and to the general public. But if such information is of suffi-

cient value, private markets will supply it for a profit.

No doubt too, the Department can point to success stories in promoting U.S.

trade. But the vast majority of U.S. trade is driven not by government officials and
government programs, but by U.S. citizens making voluntary exchanges with citi-

zens of other countries. With few exceptions, the most "productive" thing a govern-

ment can do to enhance international trade is to get out of the way and let markets

work.
Likewise, the Department can point to instances of successful economic develop-

ment in distressed areas of the country. But the best development, the most lasting

development, comes from free markets and freely flowing capital and other re-

sources. This, again, is largely a matter of getting the government out of the way
(e.g., low tax rates and freedom from regulatory excess), not direct governmental

intervention.
Finally, I'd like to touch on a problem that is of some concern to me, although

I realize its possible remedy is not under the direct purview of this committee.

From my experience in government, I know that institutions matter. To some ex-

tent, the Department of Commerce has served as an offset to the Department of

Labor. That is, in some senses the Department of Commerce, as an advocate, has

tended to cancel out, or modify, some of the more extreme policy proposals of the
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Department of Labor. I am not a fan of "countervailing power" doctrines. But I do
recognize that in many instances the Department of Commerce, driven by its con-

stituents, has served as a counterweight to the Department of Labor, driven by its

constituents.

For this reason as well as to reform the education and training of workers, I urge
thoughtful consideration be given to ways of eliminating much of the Department
of Labor and perhaps combining a streamlined Labor Department with the residual

activities of the Commerce Department into a single Department of Commerce and
Labor.

Ladies and gentlemen, thank you for your attention to these suggestions. If you
have questions, I shall be happy to respond.

Citizens for a Sound Economy—Scorecard

Commerce Appropriations: A Good Start, But Improvement Needed

The budget resolution passed by Congress last month featured the elimination of

the Department of Commerce as a major s3Tnbolic step toward reaching a balanced

budget by 2002. The resolution, however, by itself, did nothing: the real work must
now be done by the authorizing and appropriations committees in Congress that

have jurisdiction over Commerce.
What the subcommittee did. The first step occurred on June 28, 1995, when the

Commerce, Justice, State and the Judiciary subcommittee of the House Appropria-

tions Committee voted on next year's budget for the Commerce Department, with

mixed results. In some areas the subcommittee came through with flying colors:

eliminating the Travel and Tourism Administration and the Advanced Technology

Program, which now subsidize private industries and research to the tune of

$356,328,000. In other crucial areas, however, the subcommittee fell short of what
was promised in the budget resolution: for instance, the Economic Development Ad-
ministration and the Minority Business Development Administration were cut, but

not eliminated, as recommended in the resolution. Compared to bills by Rep. Dick

Chrysler (R-MI) and Senator Spencer Abraham (R-MI), which would dismantle the

department, defund 21 agencies, and privatize 5 more, the subcommittee action

looks even paler.

Overall, the subcommittee succeeded in cutting enough funds to meet the resolu-

tion's target of $23.4 billion for 1996, compared to $24.7 billion appropriated in

1995. Yet, because many programs were trimmed instead of defunded—two rather

than 21—the taxpayer will be less likely to see permanent savings. Hopefully, the

full Appropriations Committee can improve on this performance when it takes up
the issue on July 18.

Making the Grade. For its performance in this crucial first round of cuts, the sub-

committee deserves a gentleman's "C". The chart on the next page grades the sub-

committee's work on some of the more important and more controversial agencies

within the Commerce Department. In general, an "A" was awarded for the elimi-

nation of an agency, a "B" for a substantial funding cut, a "C" for marginal cuts,

"D" for marginal cuts where the budget resolution recommended deeper surgery,

and an "F" where funding was not cut or was increased.

Program
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I think from our perspective, this opportunity, and I think Con-
gressman Chrysler's bill starts us down the road of reevaluating
what it is we mean by business, and what it is we mean by prior-

ities. Because if all we are talking about doing is moving various

trade development functions around without really seriously re-

evaluating how we are making those priorities, what we are doing
is we are allowing an institutional view that prevailed in 1913
when we created the Commerce Department to create a de facto in-

dustrial policy.

Mr. Fields. Mr. Cobb, let me turn to you quickly, same question.

Mr. Cobb. Yes, sir. I think that the major trade development pro-

gram that our government ought to support is the USTR negotia-

tions. To the extent that other companies have barriers, we need
to engage them in negotiations.

The so-called trade promotion function of the Department of

Commerce at best is a subsidy to the industries that want to ex-

pand their sales overseas, and at worst, in fact, is the import defen-

sive protection mechanism that the Commerce Department engages
in quite actively. I think the Commerce Department's role in trade

ought to be diminished, but the USTR's ought to be enhanced.
Mr. Fields. Mr. Collins.

Mr. Collins. Very briefly, without getting into the institutional

issues, USTR is very small. You know, there is one person per com-
pany—per country that they deal with essentially. I will only speak
from our experience.

We have been engaged in negotiations over the last several

years. Let's say in negotiations for NAFTA, it took years to get

NAFTA under way. It took a lot of people within the government.
USTR doesn't have the resources. We worked exclusively with the

Commerce Department in isolating and identifying those areas of

the negotiations that we needed to get at in NAFTA in order to get

a market opening in Mexico.
With the case of Japan and those negotiations which we have

been engaged in over the last year, very highly publicized, again,

USTR has 1 or 2 people. We worked with dozens of people who
were in the International Trade Administration at Commerce to

identify again in the auto and auto parts area those barriers in

Japan that we really had to get at. It is a complicated issue but

we needed those. The USTR doesn't have the resources.

Mr. Fields. Mr. Duggan.
Mr. Duggan. I would like to address something. This is the Brit-

ish Overseas Trade Board annual report. It shows what the British

do, and how they have got their trade functions divided in their De-
partment of International Trade. We don't need a lot of help for

U.S. exporters.

The British have 12 trade lead development officers or trade de-

velopment offices in the United States. We have 1 in Britain. To
think that U.S. business can rely on their own initiative, especially

to small and mid-sized companies—the big guy can get any damn
thing he wants anywhere, any time. But the smaller companies
have to rely on good, solid information. And the only way we are

going to get it is by generating it through government resources at

this point in time.
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Mr. Fields. So are you saying we should consolidate and focus

on something other than the Commerce Department or retain Com-
merce?
Mr. DUGGAN. No. We have had a study out for a couple of years

now, since 1992, to create a Department of International Trade
where you combine functions under one roof.

Mr. Fields. Mr. Huard and Mr. Miller. Very quickly so that
other members can ask questions.

Mr. HuARD. Whether it is called the Department of Commerce or

whether it is called something else, I think there is a considerable
amount of merit to consolidating the trade and export-related func-

tions in a single area; not just those that are presently in Com-
merce, but those that are elsewhere.
Mr. Fields. Mr. Miller.

Mr. Miller. Joe Cobb is right.

Mr. Fields. The Chair will now recognize the gentleman from
Massachusetts, Mr. Markey.
Mr. Markey. Thank you, Mr. Chairman, very much.
You know, the problem is that from 1945 through 1992, that the

United States subordinated its commercial interests internationally

to the objective of isolating the Warsaw Bloc nations. And as a re-

sult we turned a blind eye to what the Germans and the Japanese
and others were doing to our automotive, electronics, and other in-

dustries because we needed their vote in the U.N. to ensure isola-

tion of the Warsaw Bloc nations.

Now, it would have been nice if they acted out of self-interest

and supported us on that basis alone. But unfortunately, they were
sub silentio extracting from our country a kind of a silence in terms
of how it was impacting the price that was being paid as it im-

pacted our domestic economy. We did not want to confront these

countries directly in terms of the impact they were having upon
our domestic economy.

In the last 2 to 3 years we have seen a reversal of that. We have
seen the beginning of the understanding of what happened to us
economically during that period of time. Now, while the Trade Rep-
resentative is a very important part of this equation, as Mr. Collins

pointed out, he has a very small Agency. He goes into the high pro-

file cases where a huge decision has been made at the executive

and national level that we are going to declare war essentially

upon a particular country in a particular product area. While there

are negotiations on GATT and NAFTA, and I supported them both,

voted for them both, that are important, many issues remain unre-

solved. As you know, telecommunications, financial services, others

still remain unresolved. They are the cutting edge issues.

The NTIA helps to augment the role of the Trade Representative
by insuring that there is promotion of these issues vigorously

across the planet in this post-Cold War era. It recognizes that as

there is a diminution of the value and the importance of the De-
fense Department in this new era, there has to be an increase in

the importance of our commercial activity overseas. But we have to

break down patterns of behavior which are very deep seated across

this planet.

We would be foolish if we ignored the pathology which was al-

lowed to develop over a 45 to 47 year period. It did. We would be
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foolish if we ignored the very strong signals that we allowed De-
fense and State to send to these countries at the expense of our
commercial interests over a 45 to 47 year period. We would be fool-

ish to believe that free markets exist in most of the countries in

the world after that 45 to 47 year attempt to isolate the Warsaw
Bloc nations.

Now, this is not to say that any of our efforts at any of these
agencies are perfect. They are not. But these agencies are in transi-

tion as well. Unless we have an understanding and appreciation for

the pathology which exists in all too many countries across the
globe, unless we understand that there is an ongoing competition
still today between Defense and State on the one hand and com-
mercial interests on the other, then we miss the real origins of our
problems and our ability to export these products overseas.

Now, this transition is going to take some time. There is no ques-
tion about it. The whole notion of ancestor worship is very strong
in our culture. It is very strong in most cultures and there are still

many in our society who want to continue on, almost in a Cold War
mode, increasing the Defense budget, emphasizing that aspect of

our national aspiration, that distorts our ability to be able to fully

recognize all of the economic commercial opportunities that are out
there.

We should be the primary beneficiaries of the tremendous eco-

nomic opportunities that exist in this post-Cold War era. But we
are not thus far. There are other countries that were more aggres-

sive, more vigorous around the planet, not contributing their fair

share to the defense budget of the NATO alliance to isolate the
Warsaw Bloc nations.

So my simple message to anyone out there is that nations have
psyches in the same way that human beings do, and they need
positive and negative reinforcement depending upon the cir-

cumstances. Our Nation itself has to break out of this old notion

that the defense budget or the defense bill is a jobs bill and that

you can protect American interests exclusively through the defense
budget. You can't.

I come from an area of the country that is very much dependent
upon exports. I don't deny that. But I also know that they will not

allow Fidelity to sell mutual funds in Japan or Korea. We are not

allowed to sell them over there. And I know that the Trade Rep,
as good as his reputation is, can't take on every single fight that

every single industry has with the present stafi", unless we want to

completely restructure what it is, reinvent what the Trade Rep
puts out there.

I think we would be better off, to be quite frank with you, if we
took what we have, that is Larry Irving and others, including the

Secretary, who are very interested in promoting our commerce
overseas, and we took advantage of their tremendous passionate in-

terest in breaking down these barriers, in negotiating with other

countries, in using the leverage of the U.S. Government, and talk-

ing to the highest level leaders in these countries in a way in which
they have never been talked to before—that is, American commer-
cial interests being made first over defense or diplomatic agenda.

Now, this is not something that is going to happen overnight.

But it is working. And Larry Irving with NTIA has already seen
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dramatic changes in terms of his ability to affect South American,
Central American, African nations and in giving preference to

American companies where in the past that had not been the case.
In the rest of the world, they were French, they were German,

they were British, or they were Spanish colonies. They speak dif-

ferent languages. They have connections that go back to countries
that seek to take advantage of those historical links. We need gov-
ernment-to-govemment links as well. The Trade Representative
can't do that. The Trade Representative has a different function
and different job. There is something to be said for a marketing de-
partment of the United States.
There is something to be said for a promotion department of the

United States. There is something to be said for a negotiating wing
of the Federal Government as opposed to this other function.

So we should reject the Chrysler bill and, in fact, we need to

streamline the Department of Commerce. I don't deny that. We
need to make it stronger and tauter, but we can't eliminate it. That
would be exactly the opposite of what should be done in the post-
Cold War era if we are to capture the opportunities that our gov-
ernment can bring to our private sector, those companies, those in-

dustries interested in exporting goods. That is my point, and I

thank the Chair. Yield back.
Mr. Fields. The Chair thanks the gentleman. The Chair would

now like to recognize the patient lady from Oregon, Ms. Furse.
Ms. FuRSE. Thank you.
This has been a fascinating panel because I have seen a division

between those who make things and those who think about making
things.

And Mr. Cobb, I have to tell you that I was quite surprised at
what sounded to me like a very antibusiness testimony from you.
It seems to me that when American business does well, there is a
public benefit. I think about the taxes generated by those who work
in American business.

I would like to ask you, all of you, Mr. Miller, I don't know your
organization, but I do know the Business Roundtable. They speak
very clearly that they want a Cabinet level official; they support
much of the Commerce Department's functions. I have a letter from
the Boeing Company, supports the functions of the Commerce De-
partment. I held a meeting in Portland, Oregon, where I invited

businesses, to ask, well, what if you want to export, how do you do
that? They came 100 strong. 100 real businesses, not policy wonks,
real businesses. And they said, we don't know how to export, but
we need to work with the Commerce Department, because we can't

afford to have an export officer.

So I would like to ask, why are you four gentlemen so different

in your testimony than Mr. Cobb and Mr. Miller? I mean, your tes-

timony supports what I got many, many letters for—a Commerce
Department that has a Cabinet level.

Can you tell me what the difference is or am I just missing the
point?
Mr. HuARD. Well, I think it is a question of perspective. I would,

for instance, vigorously dissent from Mr. Cobb's view that the ex-
port assistance activities of the Department of Commerce is just a
subsidy for a few companies and they don't benefit the American
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people. I would note, for instance, that when the Boeing Company
sells an airplane, that directly benefits 5,000 companies and their

employees in all 50 States or subcontractors of the Boeing Com-
pany. Indeed, the largest amount—I am sorry Mr. Oxley is not
here—^because the largest amount of economic benefit that accrues
when Boeing sells an airplane is to companies and employees in

the State of Ohio.
So I think that is a sufficiently broad cross-section to justify the

allegation that indeed the export-related activities of the Depart-
ment of Commerce do greatly benefit the American people.

Mr. Black. Yes, I think I will jump in in the same way. The four

of us who I think are viewing pretty positively, we have very active

member companies who we work with on their problems with the
government. I intervene and I work with different agencies. They
have problems. I help them go places. The other 2 organizations
perform very valuable services. I don't think they do that. There is

more of a step back. I don't want to say ivory tower exactly, but
more that focus. We actually work with the companies. We work
to get them business. We work to solve their problems in getting

business done. I think that may account for part of it.

The other part, though, is that there is a misunderstanding I

think about the breadth and the complexity of the programs which
Commerce operates. It is not a couple programs for a couple people.

My small companies, and half of my membership is service indus-

try, get tremendous benefit out of the Commerce Department, in all

kinds of places.

The reason I am a critic is because I get frustrated sometimes
it is not enough, or as well, that there are—Nil, GII could deal

with this committee, intellectual property issues, standards—what
you have got is you have got a department designed to learn our
industries. When we go overseas, if they don't understand what we
are about, they can't help us.

So what you have got is empathy. They don't support us all the

time. They are not totally sympathetic. They are not our tool, but
they are knowledgeable and they are empathetic.
Mr. Fields. I appreciate the gentlelady.

Does the gentleman from Texas have any questions?
Mr. Hall. No, Mr. Chairman. Thank you.

Mr. Fields. Mr. Miller, very quickly.

Mr. Miller. Can I make 2 points? Number one, Mr. Markey fi-

nally at the end of his soliloquy put his finger on it. Efforts by the

United States to remove barriers to markets makes sense. Efforts

by the United States to subsidize, to market U.S. products abroad
do not make sense.

To the Congresswoman from Oregon, I am on the boards of direc-

tors of several companies, in addition to my association with Citi-

zens for a Sound Economy. In one of these, we sell a very large por-

tion of our output abroad. We don't sell it because of promotional
activities by the Federal Government. We sell it because our prod-

uct is liked by those people and they buy it. They want it. And I

think the same thing is true of other products.

Governments do not create markets. Governments tend to im-
pede markets, and we have got to be focusing our activity in the

Federal Government on removing impediments to markets, not to
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trying to go diddle with, configure, promote, market, otherwise
change markets. And it doesn't come to me as any surprise that
many people would come if they thought somebody was going to

market their product.
Mr. Fields. Thank you very much. You have gotten the last oral

word. If anyone else has a comment, we will be glad to take your
comment in writing. If there are any questions from our members,
we will be more than willing to submit those to the witnesses in

writing.

Thank you very much for your patience. This hearing is ad-

journed.
[Whereupon, at 7:53 p.m., the subcommittees were adjourned.]
[Responses to subcommittee questions and statements follow:]

Responses to Questions of Hon. John D. Dingell by Hon. Ronald H. Brown,
Secretary, Department of Commerce

Question 1: Representative Chrysler has indicated that H.R. 1756 will result in

total savings of $7,765 billion over five years. Please provide a detailed response as
to whether you believe this is accurate, and include a discussion of whether the al-

leged savings include amounts that have already been realized through cost reduc-
tions and other efficiencies, whether the alleged savings appropriately reflect costs

that would have to be incurred when the bulk of Commerce functions are dispersed
throughout numerous Federal agencies, and any other information that bears on the

accuracy of Representative Chrysler's estimated savings.

Answer: As 0MB Director Rivlin noted when the Chrysler Bill was introduced,

she doubted that savings would occur from dismantling Commerce if implemented.
We concur with her assessment. By using the FY 1995 CBO baseline from which
to calculate savings, the Chrysler bill is more than $5 billion short of minimum ex-

penditures that must be made for continuing programs. This is so because:

• There are errors and omissions in the Chrysler estimates;
• The Chrysler bill failed to include as an offset to savings the costs associ-

ated with dismantling the Department such as RIF costs, dislocation costs,

disposal of facilities and operation of a Commerce Programs Resolution
Agency;
• There is no ability to achieve the proposed across the board cut of 25 per-

cent below FY 1994 levels for remaining Commerce programs except by the
program cuts described in the response to question 3 below; and
• Savings that are already built into the President's budgets will occur
without the Chrysler bill.

Omissions and Errors

The Chrysler estimates, as scored by CBO, make several substantial omissions
and errors in their assumptions.
The largest is the CBO baseline that does not include an estimate for the decen-

nial census in the year 2000. The five year total decennial shortfall from 1996 to

2000 is $3.6 billion, and for all Census programs exceed $4.3 billion. Also the Chrys-
ler bill had claimed $.8 billion from Decennial Census improvements with the

$7,765 billion saving estimate. However, since no funds are in the CBO baseline for

the Decennial, the funds cannot be saved.
Within NOAA, the Chrysler estimates omit funds to pay for continuation of

weather satellite systems and completion of the Congressionally approved Weather
Service Modernization program. The costs for procuring additional satellites and
Weather Service contracts alone exceed $1.5 billion above the CBO baseline for the

modernization program. These costs are required to ensure future continuity of

weather forecasts and warnings nationally.

The Chrysler bill makes two substantial errors in PTO. The Omnibus Budget Rec-
onciliation Act of 1993 requires $325 million to be appropriated from the PTO Sur-
charge Fund. The bill would make those funds directly available to PTO, but does
not identify an offset. Therefore, in terms of the deficit, the savings are overstated

by $325 million. Further, PTO collects 100 percent of costs in fees now. If PTO must
reduce costs 25 percent, or $375 million, as called for in the Chrysler bill, no reduc-

tion will accrue to the deficit because PTO already obtains these fees directly.
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The funding for the budget of the United States Trade Representative (USTR) is

$21 milUon annually. In FY 1995 alone, ITA is providing USTR direct assistance
of $12.1 million from Trade Development and International Economic Policy. These
two activities are terminated by the Chrysler bill. The FY 1996 termination costs

for ITA under the Chrysler bill would be $106 million or 500 percent of the USTR
budget, but are not included in the Chrysler estimate.

The Chrysler bill assumes that Treasury, at no additional cost, will monitor the
EDA portfolio of grants. We estimate the three year cost of closing out EDA at $26
million plus RIF costs regardless of organization location.

Establishment of a Commerce Programs Resolution Agency is assumed in the
Chrysler bill, and would operate for three years. We believe that it would cost ap-

proximately $150 million for that period, about the same as the Office of the Sec-
retary and Inspector General currently cost.

Unfunded Costs in the Chrysler Bill

The Chrysler bill does not reflect the costs of closing agencies, terminating em-
ployees, dislocation and operating a Commerce Programs Resolutions Agency. We
estimate these costs at $2 billion, and they are shown in Table 1.

A total of 12,685 FTE's would be eliminated under the Chrysler bill assumptions,
35 percent of existing staff, in the first year after enactment. The closeout costs, RIF
costs and dislocation costs would total $1,526 billion for all of Commerce. The bal-

ance of the $2,001 billion is $325 million for an offset to PTO appropriations re-

quirements under OBRA of 1993 and $150 million for a three year Commerce Pro-
grams Resolution Agency.

Ability to Achieve 25 Percent Savings From Overhead

The basis for the Chrysler 25 percent cut below FY 1994 funding totals is not stat-

ed in the legislation or the press release. Congressman Chrysler indicated on July
24 that the cut was related, at least in the case of PTO, to an overhead rate Com-
merce now charges bureaus.
Commerce does not charge its bureaus any overhead rate. While Commerce sells

services through the Working Capital Fund, bureaus purchase an average of 1.4

percent of their available funding in services. See bureau Working Capital Fund es-

timates in Table 2. All Commerce oversight is funded through the General Adminis-
tration account, $36 million in FY 1995 or about .7 percent of the Commerce total

appropriation.
The only way to achieve a savings of 25 percent in programs not terminated

would be through further program reductions as discussed in the response to ques-
tion 3 below.

Savings in President's Budget

The budget President Clinton submitted for FY 1996 already contained savings
built into the budgets for FY 1996 - FY 2000 that that would have occurred without
the Chrysler proposals. These savings total $1,472 billion for the period and are

shown in Table 3.

Savings are shown for program terminations, program reductions, FTE/Adminis-
trative reductions and the President's Reinventing Government initiative. The indi-

vidual program terminations and reductions proposed in the FY 1996 President's

budget are listed in Table 4. The FTE and Administrative savings result from Public
Law 103-226 to reduce FTE by 272,900 by FY 1999, and Executive Order 12837
to reduce administrative expenses by 14 percent by FY 1997.

Two reinventing government savings estimates are shown for increasing Census
data sales and for privatizing specialized weather services. The President is consid-

ering additional Commerce reinvention proposals which are not included in these
totals.

Comparison ofH.R. 1756 and H.R. 2076 "Savings"

The Chrysler Bill claims to save $5,370 billion from program terminations, $78
million from privatization and $2,317 billion from the 25 percent across the board
cut provision for remaining programs. A breakout of the reductions shown by Com-
merce bureau in the attached Table 5. The reductions result from program termi-

nations, not from dismantling Commerce.
The major savings is from the elimination of the Office of the Secretary, $250 mil-

lion over five years. Sixty percent of this amount, provides procurement, general

counsel, accounting, budget, security and building support which would have to be
replicated in the agencies receiving Commerce program transfers.

Therefore, actual savings from eliminating Executive Direction at Commerce
would be no more than $20 million per year. These savings would not be realized
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until the Commerce Program Resolution Agency is dissolved, three years after
Chrysler enactment.

Chrysler savings are overstated for the five year period, 1996-2000, as follows:

Chrysler Estimate

Less;

Tecti errors Inappropriate overhead rate

Unfunded Closeout Costs

Revised Chrysler Estimate

Dollars in Billions

$7,765

-2.317

-1.990

3.458

Congress needs to carefully evaluate the components of the Joint Budget Resolu-
tion. For example, in Commerce alone, more than $5 billion in costs for the decen-
nial census and Weather Service contracts have been ignored in the CBO baseline
so far.

Adding the $5 billion in additional costs to the revised Chirsler Estimate above
indicates that the Chrysler bill has a potential cost of $1,542 billion.

Table 1—Departnnent of Commerce Unfunded Terminations/RIF Costs Outlays

[In millions of dollars]

General Administration

Economic Development Administration

Bureau of Census/Economic & Statistical Analysis

International Trade Administration

Bureau of Export Administration

Minority Business Development Agency

United States Travel & Tourism Administration

National Oceanic & Atmospheric Administration ...

Patent and Trademark Office

Under Secretary/Office of Technology Policy

National Technical Information Service

National Institute of Standards & Technology

National Telecommunications & Information Adm.

Subtotal Department of Commerce

Commerce Program Resolution Agency

Total, Department of Commerce

H.R.
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Table 2—Department of Commerce—^Working Capital Fund—Distribution by Bureau—Continued

(In Millions of Dollars]

FY 1995 FY 1995 n„«rh«,H
Estimated Budget pO^f"^^

Cost Authority
f'ercentage

National Technical Information Service 4 78 5.0

National Institute of Standards & Technology 3 854 0.3

National Telecommunications & Information Administration 2 113 1.3

Total, Department of Commerce 69 4,782 1.4

Note: Table does not reflect rescissions in P.L. 104-19. Distribution of travel/admmistrative reduction is pending departmental approval.

Table 3—Department of Commerce—Outlay Savings in the President's Budget in Agreement with the 96

House Allowance—Outlays

[In Millions of Dollars— 1996-2000]

.I'1T.'!1„ r>^Sf„ Admimrtrative REGO Total
Terminations Reductions

Savings
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Table 4A—National Oceanic and Atmospheric Administration—FY 1996 House Approved Terminations and

Reductions—Continued

[Millions of Dollars]

House Mark

5 Yf Outlays

Agricultural & fruit frost program

Fire weather services

Susquehanna River Basin Flood Sys'

Samoa

Regional climate centers

NEXRAD'

ASOS'

Ocean remote sensing'

Critical safety & Instrumentation'

Charleston Fisheries Lab repairs

Boston biotechnology Innovation center

Mystic, CT maritime educ. & research center

Alaska Fisheries Center

Kansas City Weather & Environment Center

NEXRAD WFO construction'

Columbia river facilities' .-

Multispecies aquaculture center

Lafayette, LA Fisheries Lab

National Estuanne Research Reserve

Indiana State University

Newport marine science center

Tiburon/Santa Cruz ,

5 Year Total

' Reductions to the FY 1995 Appropriation ($338 million in outlays)

Table 4B—International Trade Administration—House Mark Program Terminations—FY 1996

[Dollars in Millions]

(10)

(2)

(2)

(0)

(14)

(119)

(2)

(19)

(15)

(30)

(8)

(4)

(8)

(10)

(16)

(14)

(14)

(44)

(16)

(21)

(10)

(40)

(723)

Program Terminations

National Textile Center

Center for Global Competitiveness

Emerging Technologies Institute

Michigan Biotech Institute

Tailored Clothing Technology Center (TC2)

Massachusetts Biotech Research

Transfers to Office of Inspector General

Japan Information Center

Total

5 Year Outlay

(2)
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Table 5—Department of Commerce—Chrysler Bill Savings by Category—Outlays—Continued

[In Millions of Dollars— 1996-20001
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structures of the economy. Real free trade implies, among other things, inter-

national standards for, and international enforcement of, anti-trust or competition

policy. At the present time the world is a very long way from such a free trade envi-

ronment. Who in our government is building the capabilities—the hands-on knowl-

edge of industrial technology, structures and practices, the close ties to affected in-

dustries, the ability to coordinate a range of different tools that are needed for intel-

ligent and effective action on such matters? Should we have such a capability?

Should we strengthen what we have? Should we unilaterally eliminate it. It is a

question with substantial consequences for our economy, and it seems as though

you, in an historical departure, have set yourself the task of answering it. The bill,

couched in terms of cost savings, ducks it. For example, large numbers of very big

international sale of aircraft, airports, telecommunications, infrastructures, power
generating plants, railroad equipment, truck plants, etc are the direct objects of well

informed, strategic and high powered efforts by governments to support their own
firms. They are able to add to the simple price/quality bid of the supplier firm var-

ious combinations of cajolement, pressures and inducements. If not countered, often

they tip the sale. Given the rapidly evolving structures of our exports—almost no

cars, few and increasingly fewer mass consumer goods, more big ticket technology

and infrastructural products, this particular game affects us substantially. And it

does so by far greater amounts than the goodly bunch of billions nominally at stake.

In many of these industries, first leader advantages and economies of scale and
scope play a powerful role. So does the rush to be the dominant standard or at least

to secure a kind of lock in through the first and largest installed base. Fast and
big foreign sales are critical here. These are the elements that determine the viabil-

ity of the industry at home; it is no longer possible to avoid the unchartered and
unpleasant world off-shore, and stay home in the Giant USA and prosper—even if

you throw in Mexico, as we have. Something similar obtains in setting standards

which is not an objective, technical matter, divorced from the dynamics of industrial

competition, but is often the very object and determinant of that competition. We
should think, very hard I suggest, about the kinds of capabilities and tools we need

to advance our own interests in such critical, but Not-Free-Market environments in

which so much of our economic strength is now ebbing away. Commerce has now
built some of our best capabilities and tools for work in such environments. They
should be built up, not tossed away. A simple assertion, based on romantic models
out of aging Econ 101 texts that such situations do not exist, (and if they do exist,

they are small well, that may suffice for writing legislation. But it will not suffice

for sustaining the economic and technological base of a great power. With that end
in view, you should think very carefully about scrapping those capabilities, and in

the process setting a new approach to trade policy. You should also think about how
other nations would consider such an action? Will they laugh in wonderment? I

think so.

There is much to commend an administrative architecture that links, tightly, the

set of trade related activities on which I have focused my remarks (and which ex-

tend back to include knowledge of industrial technology, structure, dynamics and
standards). Scattering them around, as the bill proposes, will not result in less

money spent on those activities. And they are not big budget items anyway. Instead
it will result in more formal interdepartmental meetings, scattered responsibility,

less oversight, and radically reduced effectiveness. Linking them together tightly,

not only increases the efficiency of the operation, and enhances its clout vis a vis

the international world, but most important it is just about the only way to gain
both strategy and accountability. The bill, as it now stands, aims at reducing costs,

but actually reduces strategic definition, effectiveness and accountability in the criti-

cal area of international trade.

Prepared Statement of Wayne Herman, Senior Advisor, Lazard Freres

Mr. Chairman, I welcome the opportunity to share my views today on how the
United States can bring some coherence, efficiency, and plain common sense to the
way our Government carries out trade policy and trade promotion. The system is

broken, and as a former senior official of the Commerce Department, no one is

happier than I am to see this Congress take an active approach to fixing it.

I'd like to divide my remarks into the three broad areas of trade that the Com-
merce Department currently has at least some responsibility for—policy, promotion,
and enforcement of unfair trade laws.
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TRADE POLICY: TWO HEADS ARE NOT BETTER THAN ONE

I'd like to speak first to the issue of trade policy. The current U.S. structure for

trade policy formulation—USTR as the leader, Commerce's International Trade Ad-
ministration as the "supporting cast"—is a global anomaly. It doesn't make sense,

it's wasteful, and it reduces our effectiveness vis-a-vis our major trading partners,

like Canada, Japan, France, and the UK, which have single, unified trade agencies.

The job of an effective trade agency should be to open new markets and to assist

business in exploiting them. It doesn't make sense for one agency to do the opening
and another to do the exploiting.

The argument is made that USTR's distinct status establishes it as the "honest
broker" in interagency trade policy debates. In fact, I think it's become all too clear

that USTR's affiliation with the White House has made it, first and foremost, a tool

of domestic political strategy—as evidenced most recently by the ill-considered ap-

proach to Japan over automotive trade issues, which can be considered a "victory"

only in political terms. Trade policy is too important to be the captive of short-term
political expediency. Keeping the lead trade policy agency within the White House
only ensures that the long-term view of trade policy is consistently discounted.

Meanwhile, the Commerce Department's International Economic Policy section

—

the part of the International Trade Administration that does trade policy analysis

and supports USTR in negotiations—is both too big and currently underutilized in

the formulation of trade policy. I'm convinced that if a smaller, leaner lEP were
merged with the trade negotiation staff of USTR in a small, Cabinet-level trade

agency independent of the White House, the United States might at last begin to

achieve the kind of success in trade policy that I witnessed among the Japanese,
French, and our other trade partners who operate within coherent, unified trade

agencies.

TRADE PROMOTION: THE PRIVATE SECTOR CAN DO IT BETTER

Let me turn to the issue of trade promotion, the current talk of eliminating the

Commerce Department has reveeded a great deal of support for the U.S. & Foreign

Commercial Service on the part of the U.S. business community. I agree that the

US&FCS has been one of the more effective—perhaps the most effective—part of

Commerce in recent years. But it can be made better and more effective by eliminat-

ing its most marginal elements—namely, the U.S. -based trade promotion offices

—

and beefing up its presence in our Embassies overseas. We do need an official pres-

ence abroad to promote American trade, and so the Foreign Commercial Service

should be an important part of a restructured U.S. trade agency. But we should
focus on supporting the people ho really know where the markets are—those who
are overseas. US&FCS's domestic offices have become obsolete in the age of the fax

and Internet.

At the same time, efforts to rationalize U.S. trade promotion have got to recognize

that, ultimately, the private sector is its own best advocate and its own best sales-

man. Our institutional structure for trade promotion has got to make more room
for industry associations and individual businesses. We need to assure the elimi-

nation of a paternalistic "middleman" function of the FCS and create mechanisms
which support, rather than second-guess, the role of business in promoting Amer-
ican trade. When it comes to selling U.S. electronics abroad, who do we think is

going to be more effective: a Commerce Department bureaucrat, or the Electronics

Industry Association? The Department of Commerce Dismantling Act introduced by
Congressman Chrysler accepts commercial reality by establishing procedures which
allow business to support directly government trade policy formulation and trade

promotion efforts.

I'd like to say a word about the Trade Development arm of the International

Trade Administration, which supposedly supports trade promotion efforts by devel-

oping information about foreign markets for U.S. products. Trade Development has
always been among the least effective elements of the Commerce trade bureaucracy.

And, in some cases, offices within Trade Development function as tax-subsidized

hideaways of the rankest kind of trade protectionism. The most egregious example
is the Office of Textiles and Apparel—OTEXA—an office created to do the bidding

of one industry without any regard for the people in this country who sell or pur-

chase clothing. Commerce's Deputy Secretary for Textiles and Apparel has 41 full

time positions and a total budget of $16.4 million—including about $12 million in

government handouts to textile companies that are in no need of taxpayer assist-

ance. In my view, OTEXA is the perfect example of corporate welfare run amok, and
it's the perfect illustration of why Trade Development has got to go.
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TRADE LAW IMPLEMENTATION: IT CAN BE DONE BETTER ELSEWHERE

The Import Administration arm of the Commerce Department currently carries

out a number of important functions related to implementation of U.S. anti-dumping

and countervailing duty laws, including the calculation of "dumping margins"—at

a cost to taxpayers in FY95 of $30 million. For reasons of cost savings alone, we
should consider moving these functions to the International Trade Commission,

which has a staff of experts which, with some slight increases, could easily take on

this work, and could be counted upon to do it objectively and impartially. The argu-

ment that "injury determination" and "margins calculation" should be kept separate

has no merit, in my view, and indeed, many of our major trading partners—the EU
and Australia, for example—conduct thee two functions within the same agency.

CONCLUSION: THERE IS A BETTER WAY

Mr. Chairman, let me conclude bv reiterating—as a former "insider"—that there

is a better way for the U.S. to go about the business of trade policy and trade pro-

motion.
• Let's have the sense to recognize the success of our major trade partners by

moving to one, slim, unified, Cabinet-level trade agency that is unencumbered by

dozens of agencies that have nothing to do with trade.

• Let's get trade policy out of the White House, where it's simply another short-

term political tool rather than an approach to building long-term prosperity.

• Let's beef up what's good about U.S. Government trade promotion—namely, the

"foreign" part of the Foreign Commercial Service—and eliminate the counter-

productive deadwood of Trade Development.
• Let's create mechanisms for greater private sector participation in both trade

policy and trade promotion.
• Let's eliminate duplication of effort by moving trade remedy functions currently

handled by Commerce to the agency where they really belong—ITC.
• Finally, let's stop the whining that we can't bear to cut jobs in the Commerce

bureaucracy. GM announced the elimination of 70,000 jobs between January 1993

and March 1994; for Sears, the figure was 50,000; IBM has cut 38,000 jobs. In the

same period. Commerce cut fewer than 100 workers out of a total of 36,000—less

than three-tenths of a percent. It's time for the U.S. Government to slim down, as

these companies have, to make our policy machinery work more efficiently.

We can do so much better, Mr. Chairman, and we can do it at less cost to tax-

payers. I appreciate the Committee's efforts to address this question, and I thank
you for allowing me to share my views.
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